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In the United States District Court in and for 
the Southern District of California 
Central Division 


No. 34490-H Bkcy. 


In the Matter of 


ABRAHAM ZEMANSKY, DAVID ZEMANSKY 
and SOCLOMON ZEMANSKY, doing business 
under the fictitious names and styles of PROV- 
IDENT LOAN ASSOCIATION and STATE 
LOAN OFFICE, 

Debtor. 


PETITION FOR ARRANGEMENTS UNDER 
CHAPTER ELEVEN OF THE FEDERAL 
BANKRUPTCY ACT 


To: The Honorable Judges of the District Court of 
the Southern District of California: 


The petition of Abraham Zemansky and David 
Zemansky and Solomon Zemansky, commonly re- 
ferred to as Zemansky Bros., transacting business 
as co-partners under the fictitious name and style 
of Provident Loan Association, and also transacting 
business under the fictitious name and style of State 
Loan Office, respectfully shows: 


f 
That petitioners are residents of the County of 
Los Angeles and State of California, in said Dis- 
trict, and for more than one (1) year last past have 
carried on their business in said City of Los An- 
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eeles, County of Los Angeles and State of Califor- 
nia in said District, as follows, to-wit: 

The business of the Provident Loan Association 
at 706 So. Hill Street, Los Angeles City and the 
business of State Loan Office at 558 So. Main Street, 
Los Angeles. 


II. 

Petitioners allege that they are insolvent and are 
unable to pay their debts as they mature. That no 
petition in bankruptcy has been filed against or by 
them. That attached hereto and made a part of this 
petition is a statement of the affairs [2] of petition- 
ers. That petitioners owe debts which they are un- 
able to pay in the approximate amount of $1,250,- 
000.00. That they have assets and properties in the 
approximate amount of $500,000.00. That there are 
no executory contracts except two leases; one in 
favor of the Cutts Estate covering petitioners’ prin- 
cipal place of business, at 706 South Hill Street, 
Los Angeles, Calif., expires in March of 1945, ecar- 
rying a rental of $600.00 per month at the present 
time, and second, a lease expiring March 1, 1940, 
covering the premises occupied by petitioners at 
908 So. Main Street, Los Angeles, Calif., carrying a 
rental of $400.00 per month. 


IU. 

That due to the large number of creditors and 
the extent and nature of the assets of petitioners, 
which consist largely of jewelry and notes, the prep- 
aration of a complete statement of affairs, and the 
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preparation of a statement of all the debts and the 
addresses of the creditors and a detail of all of the 
assets entails a vast amount of detail work. 

That it is deemed desirable by petitioners that 
the within petition be filed forthwith. That an at- 
tachment has been levied upon some of the prop- 
erties belonging to petitioners and petitioners show 
that they propose to file a full statement of debts 
and assets and statement of affairs as required by 
the Act, within a period of three (3) days from the 
date of the filing of this petition, all of which will 
be filed under oath as required by the provisions of 
said Act. 


Wherefore your petitioners pray: 


First—that they be allowed by this Honorable 
Court a period of three days from and after the 
date of the filing of this petition within which to 
file a full and true statement of all debts, and the 
names and places of residence of their credi- [3] 
tors and an accurate inventory of all property of 
petitioners and a statement of the affairs of said 
petitioners as required by the provisions of said 
Act, and 

Second—your petitioners pray that proceedings 
may be had upon this petition in accordance with 
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the provisions of Chapter 11 of the Act of Con- 
egress relating to bankruptcy. 
ABRAHAM ZEMANSKY 
DAVID ZEMANSKY 
SOLOMON ZEMANSKY 
BINFORD & BINFORD 
By L. B. BINFORD 


State of California 
County of Los Angeles—ss. 


We, Abraham Zemansky, David Zemansky and 
Solomon Zemansky, the petitioners named in the 
foregoing petition, do hereby make solemn oath that 
the statements contained therein are true according 
to the best of our knowledge, information and 
belief. 

ABRAHAM ZEMANSKY 
DAVID ZEMANSKY 
SOLOMON ZEMANSKY 

Subseribed and sworm to before me this 10th day 
of July, 1989. 

[ Seal] V. I. MaceMAHON 

Notary Public in and for said 
County and State 


The petition may be filed and three days time is 
allowed debtor within which to file schedules and 
list of creditors. 

WM. P. JAMES 
Dist. Judge. 


[ Endorsed]: Filed Jul. 10, 1939. [4] 
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[Title of District Court and Cause. ] 


ADJUDICATION OF BANKRUPTCY 

The above named debtors having heretofore filed 
a Petition for Arrangements under Section 322 of 
Chapter Eleven of the Federal Bankruptcy Act, 
and having failed to offer any arrangements or plan 
of settlement with their creditors, and due notice to 
the debtor, the creditors and other persons as di- 
rected by the Court having been duly given and 
hearing held pursuant thereto on the 31st day of 
October, 1939, at the hour of two o’clock P. M., and 
it appearing that the debtors should be adjudged 
bankrupt and bankruptcy proceeded with, 

Now, Therefore, At Los Angeles in said District 
on this 31st day of October, 1939, it is hereby Or- 
dered and Adjudged that Solomon Zemansky, Abra- 
ham ZGemansky and David Gemansky, sometimes 
transacting business under the fictitious name and 
style of Provident Loan Association and also some- 
times transacting business under the fictitious name 
and style of State Loan Office, and Zemansky 
Brothers, a co-partnership composed of Solomon 
Zemansky, Abraham Zemansky and David Zeman- 
sky, be and they hereby are jointly adjudged bank- 
rupts within the true intent and meaning of the 
Acts of Congress relating to bankruptcy. 


Done at Los Angeles in said District on this said 
olst day of October, 1939. 
ERNEST R. UTLEY 
Referee 


[Endorsed]: Filed Jul. 17, 1942. [5] 
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[Title of District Court and Cause. ] 
PROOF OF CLAIM OF SAM KLEINMAN 


At the City and County of San Francisco, in the 
Northern District of California, on the 14 day of 
February, 1940, A. D., came Sam Kleinman, of the 
City of Los Angeles, in the County of Los Angeles, 
in the above-entitled District of California, and 
made oath and says that Abraham Zemansky, Solo- 
mon Zemansky and David Gemansky, doing busi- 
ness under the fictitious firm names and styles of 
Provident Loan Association, State Loan Office and 
Zemansky Brothers, a co-partnership, the persons 
who heretofore filed a petition for composition and 
against whom an adjudication of bankruptcy has 
been filed, were at and before the filing of said pe- 
tition, and still are, justly and truly indebted to 
said deponent in the sum of One Hundred Twenty- 
seven ‘Thousand, Five Hundred One and 61/100 
$127,501.61) Dollars, composed as follows: 

One Hundred ‘Twenty-six Thousand, Four 
Hundred One and 61/100 ($126,401.61) Dol- 
lars, secured, as hereinafter provded ; 

Three Hundred Seventy ($370.00) Dollars, 
unsecured ; 

Seven Hundred Fifty ($750.00) Dollars, un- 
secured, for which a priority 1s claimed, as here- 
inafter set forth. [10] 


First: One Hundred Twenty-six Thousand, Four 
Hundred One and 61/100 ($126,401.61) Dollars; that 
the consideration for said debt is as follows: Lawful 
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money of the United States of America, loaned to 
the above-named bankrupts by your deponent, at 
the times and in the amounts hereafter shown, and 
evidenced by promissory notes aggregating One 
Hundred Eighty Two Thousand, Four Hundred 
Eighty ($182,480.00) Dollars, upon which no judg- 
ments have been rendered, together with the inter- 
est allowed by said notes, computed from the dates 
of said notes, in the amounts hereinafter shown, 
and together with costs and reasonable attorney’s 
fees, provided for in said notes and contracts, here- 
inafter described, and which reasonable attorney’s 
fees your deponent estimates to be in the amount 
hereinafter set forth; that contemporaneously with 
the delivery and negotiation of said promissory 
notes, in the manner, amounts and on the dates 
hereinafter set forth, the aforesaid bankrupts en- 
tered into and executed contracts under and by vir- 
tue of the terms, conditions, covenants and agree- 
ments of which, the payment of the aforesaid prom- 
issory notes were secured by said debtors; that 
copies of said premissory notes and said contracts 
are hereto attached, and by reference thereto are 
made a part herecf, except that said agreement of 
February 24th, 1939 pertained to and contained 
copies of twenty (20) identical notes, of which a 
copy is thereto annexed, and said agreement of 
March 2nd, 1939, contained and pertained to five (5) 
identical promissory notes of Five Thousand 
($5,000.00) Dollars each, of which a copy is thereto 
annexed; that the dates of said respective promis- 
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sory notes and contracts and the amount of the ob- 
ligation and the amount secured by and the due 
dates of said notes are as follows: 


Date of Notes 
and Contracts 


Weg 
February 24 


March 2 


April 5 


May 2 


June 2 


July 5 


Amount 


$100,000.00 


$ 25,920.00 


2510.00 
2,000.00 
2200.00 
2,000.00 
2500.00 
2,000.00 
2,200.00 
2,100.00 
2,200.00 
2500.00 
2,000.00 
1,500.00 
2500.00 
1,200.00 


. 3,700.00 


2,000.00 
3,400.00 
3,750.00 
3,400.00 
3,900.00 
4,600.00 
2400.00 


Total $182,480.00 


That as provided for in said notes and contracts, 
notes bear interest from the date and in the percent- 
age therein respectively provided; that the amount 
of interest upon said notes to the date hereof is in 


Due 


oo 


February 29 


Demand 
March 
April 
April 
April 
April 
April 
April 
April 
April 
April 
April 
April 
May 
May 
May 
May 
May 
June 
June 
June 
July 
July 
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the sum of Eight Thousand Fifty One and 61/100 
($8,051.61) Dollars, computed as follows: 
Interest due to July 11, 1939, the date of the 
filing by the bankrupts of their peti- [12] 
tion, Aor reeRe@AnIzaliOMe......0..........e $1,490.42 


Interest due from July 11, 1939, to November 
21, 1939, the date of adjudication of bank- 
MOU C0. 2.2 2esen.-.~<aeasseeauureeae 2am memes seas. 4,002.93 


Interest due from November 21, 1939, to Feb- 
ruary 14, 1940, the date of execution of 
this preot of el ame. 222.20 c.ccckcce ce cgccdec een 2,058.26 


5 G2 |. Ae ee ERT $8,051.61 


That your deponent is informed and believes, and 
on such information and belief alleges, that a fur- 
ther period of time will elapse before he realizes 
upon his security, hereinbefore set forth; that in- 
terest will be due at that time in an amount un- 
known to your ceponent, but vour deponent asks 
that the said additional interest be computed at 
said time and ineluded in this claim. 

That it 1s provided in said respective notes and 
contracts that in the event it be necessary for your 
deponent to retain and hire attorneys for the col- 
lection of said obligation, that he should be entitled 
to costs and reasonable attorney’s fees; that your 
deponent has been compelled to obtain legal services 
for the collection of said notes and contracts; that 
your deponent is informed and believes, and upon 
information and belief alleges, that the sum of Ten 
Thousand ($10,000.00) Dollars is a reasonable fee 
to be paid for the rendering of said attorney’s serv- 
ices, heretofore and hereafter to be necessarily re- 
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quired herein; that deponent asks leave to add the 
amount of costs when same are determined. That 
no part of said debt has been paid, except on the 
following dates and in the following amounts: [13] 


March 2, 1939 $25,920.00 
22 9 2,010.00 
28, 1939 2,000.00 
30, 1939 2,200.00 
April 4, 1939 4,500.00 
8, 1939 2,000.00 
11, 1939 2,200.00 
3, 19389 2,100.00 
15, 1939 2,200.00 
they, UES) 2,000.00 
2 Wess 2,000.00 
24, 1939 1,500.00 
25, 1029 2,000.00 
May oe Se: 3,700.00 
13, 1939 1,000.00 
25, 1939 3,400.00 
June 7, 1939 3,400.00 
23, 199 3,900.00 


Zolved 4,600.00 


Total $74,130.00 


That there are no set-offs or counter-claims to the 
same; and that the only security held by this de- 
ponent for said debts are the said notes and con- 
tracts and the pledge tickets, properties and rights 
therein granted or secured by the terms, covenants 
and conditions in said contracts, hereinbefore more 
fully described which, as hereinbefore provided, 
are annexed hereto. 

That the value of said security has not been de- 
termined; that when a determination of the same 
is made and when the said security is realized and 
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paid to your deponent, pursuant to said notes and 
contracts, that your deponent receive upon any bal- 
anee of his claim that may be unsecured, if any 
there be, a dividend, and have the same rights as 
an unsecured ereditoy in regard thereto. [14] 

That the originals of the aforesaid notes and con- 
tracts are not attached hereto, for the purpose of 
safety and safc-keeping, but that the same are avail- 
able and will be exhibited at all proper times and 
to all proper persons. 

That nothing hereinbefore is intended to, nor 
shall the same be deemed to be a waiver of any 
security or rights created by, or to which the 
deponent is entitled under, the terms and con- 
ditions of the notes and contracted attached 
hereto. 


Second: Three Hundred Fifty ($350.00) Dol- 
lars; that the consideration for said debt is money 
loaned to the above-named bankrupts by deponent 
and evidenced by an IOU attached hereto and made 
a part hereof by this reference thereto; that no 
judgment has been rendered thereon, and that no 
part of said debt has been paid, and that there are 
no set-offs or counter-claims to the same, and that 
deponent has not, nor has any person by his order 
or to his knowledge or belief, for his use had or 
received any manner of security for said debt what- 
soever. 

Third: Seven Hundred Fifty ($750.00) Dollars; 
that. the consideration for said debt is services ren- 
dered by deponent as an employee of the above- 
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named bankrupts, for which services deponent 
earned wages and commissions in an amount upon 
which he is informed and believes, and upon infor- 
mation and belief alleges, is in the above-named sum 
of Seven Hundred Fifty ($750.00) Dollars; that 
said wages and commissions were earned and the 
services therefor performed by deponent, as a sales- 
man and clerk employed by said bankrupts within 
three (3) months prior to the filing of the petition 
by the aforesaid bankrupts, and that a preference 
and priority as a labor claim is asserted and de- 
manded therefor, over and prior to the payment of 
other claims except of the same class, as provided 
for and set forth in the Bankruptcy Act; that no 
judgment has [15] been rendered thereon, and that 
no part of said debt has been paid, and that there 
are no set-offs or counter-claims to the same, and 
that deponent has not, nor has any person by his 
order or to his knowledge or belief, for his use had 
or received any manner of security for said debt 
whatsoever. 
SAM KLEINMAN 
Creditor. 


Subscribed and sworn to before me this 15th day 
of February, A. D., 1940. 
[Seal] MARY A. LAPACHET 
Notary Public in and for said 
County and State. 
My Commission Expires July 3, 1941. [16] 
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LETTER OF ATTORNEY 


To Eugene L. Wolver, Theodore A. Horn and 
Edward B. Dienstag: 


J, Sam Kleinman, the claimant mentioned in the 
foregoing claim, do hereby authorize you, or any one 
of you, to attend the meeting or meetings of credi- 
tors of the bankrupt aforesaid at a court of bank- 
ruptey, wherever advertised or directed to be holden, 
on the day and at the hour appointed and notified 
by said Court in said matter, or at such other place 
and time as may be appointed by the Court for hold- 
ing such meeting or meetings, or at which such 
meeting or meetings, or any adjournment or ad- 
journments thereof, may be held, and then and 
there from time to time, and as often as there may 
be occasion, for said claimant and in his name to 
vote for or against any proposal or resolution that 
may be then submitted under the Acts of Congress 
relating to Bankruptcy; and in the choice of trus- 
tee or trustees of the estate of the said Bankrupt, 
and for said claimants to assent to such appoint- 
ment of trustees; and with like powers to attend 
and vote at any other meeting or meetings of credi- 
tors, or sitting or sittings of the Court, which may 
be held therein for any of the purposes aforesaid ; 
also to accept any composition proposed by said 
Bankrupt in satisfaction of his debts, and to re- 
ceive payment of dividends and of money due said 
claimants under any composition, and for any other 
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purpose in said claimants’ interest whatsoever, with 
full power of substitution. 


In Witness Whereof, the undersigned has here- 
unto set his hand and seal for and on behalf of said 
claimants the 14 day of February, 1940. 

SAM KLEINMAN 


Subscribed and sworn to before me this 15th day 
of February, 1940. 
[Seal ] MARY A. LAPACHET 
Notary Public in and for the 
County of San Francisco, 
State of California. 
My Commission Expires July 3, 1941. [17] 


[Title of District Court and Cause. | 


OBJECTIONS TO CLAIM OF SAM KLEIN- 
MAN, OBJECTIONS TO RIGHT OF SE- 
CURITY THEREUNDER AND SET-OFFS 
TO SAID CLAIM. 


Comes now Paul W. Sampsell, the duly appointed, 
qualified and acting Trustee in the above entitled 
estate, and files herewith his objections to the claim 
of Sam Kleinman, objections to right of security 
thereunder, and set-off to said claim filed herein in 
the amount of $127,501.61, of which $750.00 is 
claimed as a preferred labor claim, and the balance 


16 Sam Kleinman vs. 


as a secured claim, and as and for his grounds of 
objection alleges: 


I. 
That no part of the said claim is entitled to 
priority of payment as a labor claim. 


ii. 

That the said claim is unsecured and the said 
claimant does not have or hold and is not entitled 
to any security in connection with the said claim, 
and is not entitled to any claim, lien, charge or se- 
curity upon any property or assets of the bankrupt, 
or of third persons, as security for the said claim 
by virtue of any alleged transfer, assignment, pledge 
or hypothecation of any property or assets of the 
bankrupt or third persons for the reason that all 
of the said property and assets have at all times 
remained in the possession and under the control of 
the [248] bankrupt. Your Trustee further alleges 
that there are no valid, legal or binding transfers 
or assignments to the said claimant of any prop- 
erty or assets of the bankrupt, accounts receivable 
or pledge obligations receivable, and alleges that 
the said property has at all times remained under 
the exclusive possession and control of the bank- 
rupt. 

Your Trustee further alleges that any act or at- 
tempt by the bankrupt to rehypothecate, assign or 
pledge any contracts held by it as pledgee in its 
business as pawnbroker is void and illegal and con- 
trary to the provisions of the laws of the State of 
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California, and in connection with any claim for 
security made by the said claimant, your Trustee 
alleges that the bankrupt had possession and con- 
trol of the said property claimed by the claimant 
to be held as security, and your ‘Trustee so has pos- 
session ahd control thereof, and that the Referee 
has sole and exclusive jurisdiction herein to deter- 
mine the nature, extent and amount of the claim of 
the said claimant as filed herein, and of the set-off 
thereto, and of the claim of security therefore, and 
your Trustee further alleges that the said claimant 
should be required to show what right, title and 
interest, 1f any, either as to ownership or as security 
which claimant has, claims or maintains upon and 
in connection with the said property, assets, effects, 
pledges and pledge contracts held and in the pos- 
session of your Trustee herein, and your Trustee 
alleges that the said claimant should be required to 
show herein why the same should not be considered 
as assets of this bankrupt estate and free and clear 
of any claim of ownership or of security in and to 
claimant. [249] 


V. 

Your Trustee alleges that on the 24th day of Feb- 
ruary, 1939, the bankrupt executed an agreement 
with Sam Kleinman, the claimant, by the terms of 
which the parties recited that they were desirous 
of having the then account owing to the said Klein- 
man, by the bankrupt secured by way of pledge and 
that the bankrupt was desirous of pledging pawn 
tickets held by the bankrupt as pawn broker pledgee 
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to secure the said twenty notes, and by the terms of 
the said agreement, in addition to making and de- 
livering of the said notes, the bankrupt agreed to 
transfer and deposit by way of pledge with Sam 
Kleinman as collateral security for the payment of 
said notes certain pledge agreements and pawn tick- 
ets as set forth in Exhibit ‘‘A’’ attached to the said 
agreement, and pursuant to the said agreement the 
said bankrupt executed and delivered to the claim- 
ant twenty $5,000.00 notes evidencing the account 
of the claimant at that time in the amount of $100,- 
000.00. That said pledge agreement, pledged prop- 
erty and pawn tickets, however, at all times re- 
mained in the possession and under the control of 
the bankrupt, and by said agreement second party 
attempted to constitute the bankrupt as its agent 
for the purpose of collecting money under the said 
pledges to be held by the bankrupt for the [255] 
purpose of applying the same upon demand of the 
said Sam Kleinman as payment under the said 
promissory notes. Said agreement further provided 
that the bankrupt was to retain in its possession 
the article pledged and pawned. 

That subsequent thereto and on the dates as set 
forth hereinafter, the bankrupt and the said Sam 
Kleinman entered into a series of agreements bear- 
ing dates as set forth hereinafter, all the said agree- 
ments being in the same form and terms, which said 
‘agreements were intended to be evidence of a por- 
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tion of the said $100,000.00 obligation (Twenty 
$5,000.00 notes) to wit: 


139°  Memehm 2.............-.. 29,92 0100 
a Oe tse 2,510.00 

si 15 re 2,000.00 
oy) eee 2,200.00 
/5\j0)6 nC re 2,000.00 
a SE 2,900.00 

Bs Os .. ees 2,000.00 

a DOI ee Miensces. 2,200.00 

. il peers 2,100.00 

Me 5 5 ae 2,200.00 

a ‘claire eam 2,900.00 

% 2: eo eee 2,000.00 

i te 1,500.00 

~ 3 el 2,900.00 
May See oeee ee 3,700.00 
= Abie een: 1,000.00 

a prem eens 3,400.00 
June eee ee 3,100.00 
* antes 3,900.00 


ae 0: ee 4,600.00 $74,130.00 


The above amount of $74,130.00, together with the 
additional amounts as set forth hereinafter in Para- 
graph VI, makes the total of the claim of Sam 
Kleinman as filed herein in the amount of $127,- 
001.61. 

By the terms of said agreements the bankrupt 
agreed to transfer and deposit by way of pledge 
with Sam Kleinman as collateral security for the 
same new promissory notes, the certain pledge 
agreements, pledged property and pawn tickets 
identified and numbered in accordance with an 
Exhibit ‘‘A’’ attached to each said contract, which 
sald pledge agreements and pledged property [256] 
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and pawn tickets were in the possession of the 
bankrupt, and by the terms of which agreement the 
bankrupt attempted to appoint and constitute the 
said Sam Klemman or his attorney as its agent 
to sell the whole or any part of the said pawn 
tickets at the designation of the said Sam Klein- 
man, proceeds to be applied upon the said promis- 
sory note, in the said agreements referred to. By 
the said agreement the said Sam Kleinman at- 
tempted to appoint the hankrupt as his agent to 
collect the sums of money owing upon the said 
pawn tickets and pledge agreements, the said bank- 
rupt to hold the same in trust for the purpose of 
applving such money so collected to the payment 
of the said promissory notes. 

Contemporaneously with each of the said agree- 
ments last above referred to, the said Sam Klein- 
man executed a ‘‘Receipt of Pledge’’ whereby he 
set forth that he received the said pledge agreements, 
pledged property and pawn tickets as referred to 
in each of the said separate contracts. Your Trus- 
tee alleges however, that the said receipt was fic- 
titious, the said pledge agreements, pawn tickets 
and pledged property remaining at all times in the 
possession of the bankrupt and contemporaneously 
therewith a further ‘‘Receipt’’ was executed by the 
bankrupts whereby the bankrupts acknowledged 
that they had received from the said Sam Klein- 
man “‘temporary custody”’ of the said pledge agree- 
ments involved in each separate contract. Your 
Trustee alleges that the said receipt was fictitious 
in that there was no change of possession at any 
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time of the said pledge agreements or pledge prop- 
erty, and that the said pledges, pledged property 
and pawn tickets thereunder at all times remained 
under the sole and exclusive possession of the said 
bankrupt. Your Trustee alleges that when the 
pledges were redeemed by the customers of the 
bankrupt or funds were received thereon, that the 
said funds were used by the bankrupts in their busi- 
ness as pawnbroker. Your Trustee further alleges 
that the said funds were not placed in any trust ac- 
count but went into and became a [257] part of the 
general funds of the bankrupt. Your Trustee alleges 
that the pledgors and customers of the bankrupt 
were never notified and had no knowledge of the 
alleged assignment or transactions with the said 
Sam Kleinman as set forth herein, and the said 
Sam Kleinman had no right to make collections and 
did not make collections upon the said pledge ac- 
counts, and the said Sam Kleinman made no ob- 
jection to the deposit of said funds in the general 
account of the bankrupt or to the use thereof by 
the bankrupt. Your Trustee alleges that while there 
were certain alleged agreements for assignment and 
transfer, there was in fact, never at any time a 
transfer of the said pawn tickets or pledges actually 
made. 


Var 
Your Trustee alleges that at all times as set forth 
herein and particularly for the period of four 
months prior to the filing of the within proceedings, 
the bankrupt was insolvent in this, that the reason- 
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able and fair value of the assets of the bankrupt 
was less than the amount of its obligations, and that 
the said Sam Kleinman knew and had reasonable 
cause to believe that the said bankrupt was insol- 
vent, and with intent to prefer the said Sam Klein- 
man over the other creditors of the bankrupt, the 
said bankrupt, upon receiving payments upon and 
pay-off of the pledge contracts alleged to have been 
held by the said Sam Kleinman as security, subse- 
quently, and not contemporaneously therewith, at- 
tempted to pledge and assigned to the said Sam 
Kleinman other and further pawn tickets and pledge 
contracts with the attempt to secure the then unse- 
cured account owing to the said Sam Kleinman. 
That the said transfer and assignments so made (if 
the Referee should determine that the said obliga- 
tions of the said Sam Kleinman were secured and 
the pawn tickets and pledge agreements to consti- 
tute security) inthose instances and upon those dates 
as set forth hereinabove, where the same would fall 
within the period of four [258] months prior to the 
date of this proceeding, constitute preferences and 
an attempt upon behalf of the bankrupt to give to 
the said Sam Kleinman further and additional pay- 
ment and security upon his obligation, and the said 
attempted transfer and assignment do so prefer the 
said Sam Kleinman over other creditors, and the 
said transactions therefore were and constitute pref- 
erences within the contemplation of the Acts of 
Congress relating to Bankruptcy. Your Trustee al- 
leges the said Sam Kleinman knew and had reason- 
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able cause to believe that he was so preferred over 
the other creditors herein. 


Va: 
That the claim of the bankrupt is made up of the 
above ($74,130.00) and the following: 


$ 74,130.00 
Balance of said $5,000.00 notes not exchanged 25,870.00 
Claimant alleges that subsequent to Feb. 24, 
1939, he advanced the amount of #3850.00 
evidenced by I.O.U. to the bankrupt, and 
was entitled to salary in the amount of 
pie U0. or a tOtall Of-.-2-.-..--..ccccccecenccetceceseeeecesee 1,100.00 
Claimant maintains that he advanced further 
funds to the bankrupt subsequent to Feb. 24, 
Meinl CHE AMOUNG Of. c.6. co.cc ce coos seeks 5,990.00 
which said advance your Trustee alleges 
was not made, and that there is no valid 
claim therefore. 
Claimant claims interest from Feb. 24, 1939, 
to the date of the filing of the within pro- 
Pecaume= in the amount Of-........-.2......-c01..---.----- 10,451.61 
Claimant claims the amount of........................---- 10,000.00 
attorney fees. Your Trustee alleges that 
there was no consideration therefor and 
that the same is not a proper claim or 
charge herein. 


Total amount of claim as asserted by claimant..$127,501.61 


SOLE 

Your Trustee therefore alleges that the said claim 
of the claimant should be held and determined here- 
in as unsecured. 

Your Trustee alleges that your Trustee should be 
entitled to set-offs against the said claim of the 
claimant herein in the following amounts to wit: 

[259] 
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Attorneys fees claimed, which your Trustee 
alleges are not allowable and that there is 
mo colsiderdtion thercion..... 9.2. -— $ 10,000.00 


Your Trustee alleges that there were no ad- 
vances or further consideration given by the 
claimant to the bankrupt subsequent to Feb. 
24, 1939, and that the said alleged additional 
advance as claimed in the claim should be 
disallowed in the ainounivoie....22=.. 28 9,990.00 
Wherefore, your Trustee prays that his objections 
be heard herein; that the claim of the claimant here- 
in be held and determined to be unsecured, and that 
the claimant have no right, title, terest, len or 
security in and to the pledges and pledge contracts 
and pledged property claimed by it, and that the 
same be determined to be the property and asset of 
the bankrupt estate; * * * . Your Trustee further 
prays that in the event the Referee determines that 
the assignment, transfer or hypothecation of the 
pawn tickets and pledge agreements were valid and 
constituted security, that the claims of preference 
as asserted by the Trustee in Paragraph V herein- 
above, be determined by the Referee. 
PAUL W. SAMPSELL, 
Trustee 
F.C. WELLER and 
HUBERT F. LAUGHARN 
MURRAY M. CHOTINER 
By HUBERT F. LAUGHARN 
Attorneys for Trustees [260] 
(Duly Verified.) 


[Endorsed]: Filed May 23, 1940. [261] 
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[Title of District Court and Cause. ] 


FINDINGS OF FACT AND CONCLUSIONS 
OF LAW 


The objections of the trustee-in-bankruptcy came 
on regularly for hearing before the Honorable 
Benno M. Brink, referee-in-bankruptcy, after suc- 
cessive continuances, on the 21st day of August, 
1940 at 10:00 o’clock A.M., Murray M. Chotiner, 
Frank C. Weller and Hubert . Laugharn, appear- 
ing as attorneys for Paul W. Sampsell, trustee of 
the within bankrupts, Edward Dienstag, Eugene L. 
Wolver, Louis Miller and Theodore A. Horn, ap- 
pearing as attorneys for Sam Kleinman. 

The Court, after hearing the evidence and argu- 
ment of counsel and being fully advised in the 
premises, and the matter having been submitted for 
determination, make findings of fact and conclu- 
sions of law as follows: 


FINDINGS OF FACT 


That the bankrupts for some time past, and at 
the time of the filing of the above entitled bank- 
ruptey proceedings, were engaged in the business 
of pawn brokers. The Bankrupts operated a place 
of business known as the ‘‘State Loan Office,’’ lo- 
cated at 558 South Main Street, and a place of 
business known as the ‘‘Provident Loan Associa- 
tion,’’ located at 706 South Hill Street, Los Angeles. 

That in the operation of the pawnbroking busi- 
ness the following procedure was used whenever a 
loan was made to a customer: [262] a pawn ticket 
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which contained a general description of the mer- 
chandise was given to the customer. The stub con- 
tained a detailed description and was kept as a part 
of the records of the bankrupts. The jewelry which 
had been pledged by the customer was placed in an 
envelope and kept in a drawer in the vault. 

The above entitled bankruptey proceedings were 
commenced July 10, 1939. The bankrupts, as co- 
partners and as individuals, at that time and for at 
least a year prior thereto, were insolvent. 

At all times before and since Sam Kleinman be- 
came a creditor of the bankrupts there were other 
creditors of the bankrupts in existence and were in 
existence at the time of the commencement of the 
bankruptey proceedings. 

Sam Kleinman first started loaning money to the 
bankrupts in 1927. The rate of interest was twelve 
(12) per cent and security was not given to him. 
The bankrupts repaid the money to Sam Kleinman 
in 1929. In 1933 Sam Kleinman resumed loaning 
money to the bankrupts. The rate of interest was 
twelve (12) per cent and security was not given to 
him. The creditor became associated with the Provi- 
dent Loan Association in 1935 for the purpose of 
selling jewelry received by the bankrupts by virtue 
of foreclosure of pledges. The money received from 
the sale of the jewelry went into the operation of 
the bankrupts’ business. Sam Kleinman received a 
salary and a commission for his services. When he 
was not busy disposing of jewelry he assisted as a 
loan clerk at the Provident Loan Association. A loan 
clerk is one who waits on customers and makes loans 
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to people who wish to pledge jewelry or other prop- 
erty. During the year prior to the bankruptcy pro- 
ceedings, the amount of jewelry delivered to the 
claimant by the bankrupts for re-sale was dimin- 
ished considerably by the bankrupts for the reason 
that there was not as much jewelry on hand for 
sale. On January 1, 1939, Sam Kleinman volun- 
teered to take a reduction in salary, knowing there 
was not enough work for him to do, and because he 
was having trouble [263] with his health and be- 
cause he desired a vacation on account of such ill- 
ness. During his employment at the Provident Loan 
Association he had access to and was familiar with 
the cash drawer where the money was kept for the 
purpose of making loans to customers. He knew 
that in 1936 and 1937 there was sufficient funds to 
make loans. After that time he knew there was 
not sufficient money to make all loans requested by 
customers. On many occasions Sam Kleinman told 
the bankrupts and their employees there was not 
enough money to make loans and asked them to 
obtain the necessary funds. On many of these oc¢a- 
sions the bankrupts did not provide the necessary 
funds. He also knew many large loans were refused 
because the bankrupts were short of capital, and 
that many loans to customers were not made be- 
cause of the lack of funds. 

In the early part of January, 1939, Sam Klein- 
man demanded security for his loan. His son-in- 
law, Edward Dienstag, an attorney, negotiated with 
the bankrupts for security. The bankrupts first in- 
formed him that they were unable to give the 
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pledges as security as that was not permitted under 
the law. Mr. Dienstag claimed he had a plan where- 
by the security could be given. 

On or about February 24, 1939, the bankrupts 
were indebted to Sam Kleinman in the sum of 
$99,379.00. The creditor advanced an additional 
sum of $621.00 to make the indebtedness an even 
$100,000.00. 

That on February 24, 1939, and for some time 
prior thereto and continuously thereafter, Sam 
Kleinman had reasonable cause to believe and did 
know that the bankrupts as co-partners and as in- 
dividuals were insolvent. On February 24, 1939, the 
bankrupts and Sam Kleinman executed an agree- 
ment by the terms of which the parties recited they 
were desirous of having the account owing to Sam 
Kleinman secured by way of pledge and that the 
bankrupts were desirous of pledging pawn tickets 
held by the bankrupts as a pawnbroker to secure 
the said indebtedness. The terms of said agree- 
[264] ment, in addition to making and delivering 
notes, provided that the bankrupts agreed to transfer 
and deposit by way of pledge with Sam Kleinman 
as collateral security for the payment of said notes, 
certain pledge agreements and pawn tickets. Pur- 
suant to said agreement the bankrupts executed and 
delivered to Sam Kleinman twenty (20) $5,000.00 
notes evidencing the account at that time in the 
amount of $100,000.00. The Pledge agreements, 
pledged property and pawn tickets, however, at all 
times remained in the possession and under the con- 
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trol of the bankrupts. Sam Kleinman by said agree- 
ment attempted to constitute the bankrupts as his 
agent for the purpose of collecting money under the 
said pledges. The agreement further provided that 
the bankrupts were to retain in their possession the 
articles pledged and pawned in respect to and by 
virtue of the pawn tickets and to deliver them to 
the owner thereof, or assignees of said owners, only 
upon redemptions of said pawn tickets by the pay- 
ment of the same as provided by Section 3 of the 
Statutes of California, 1935, page 1613; and after 
expiration of the time limited by the terms of Para- 
graph 3 of said Act, the bankrupts should hold any 
such articles so pledged and pawned for the benefit 
and to the order of Sam Kleinman. 

The bankrupts caused their employees to take 
drawers of pledges out of the vault at the Provident 
Loan Association and to total the principal amount 
of the pledges until they reached a sum in excess of 
$100,000.00. The pledges were then placed in sepa- 
rate drawers along-side the other pledges in the 
vault, and the drawers marked with a ‘‘K’’. The 
bankrupts and all of their loan clerks had access to 
the vault and the drawers of pledges. The pawn 
ticket stubs were placed in a separate book and the 
initial ‘‘K’’ was placed on the outside of the book. 
These books of pawn ticket stubs were kept next 
to the remaining pawn ticket stub books. A dupli- 
cate set of pawn ticket stubs were not segregated 
from the rest of the records of the bankrupts. The 
bankrupts and theix employees had access at [265] 
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all times to all of the pawn ticket stubs. No attempt 
was made to prevent the bankrupts or their em- 
ployees from having access to them. 

Whenever a customer wished to redeem a pledge 
and the particular pledge had been hypothecated 
with Sam Kleinman, the bankrupts or one of their 
loan clerks would go to the vault, remove the pledge 
and return it to the customer. The money received 
from the customer would be placed in the cash 
drawer aiid used again in the business without se- 
gregating it in any manner. The moneys received 
as a result of the redemption of pledges by cus- 
tomers were not placed in any trust account but 
went into and became a part of the general funds 
of the bankrupts. Sam Kleinman had full know!- 
edge of this procedure and acquiesced to it. The 
pledgors and customers of the bankrupts, as well as 
creditors of the bankrupts, were never notified and 
had no knowledge of the attempted assignment of 
contracts to Sam Kleinman. The right to make col- 
lections was never given to Sam Kleinman and he 
did not make collections upon the said pledged ac- 
count except in the ordinary course of business as 
an employee of the bankrupts. There never was a 
transfer of the pawn tickets or pledges. All of the 
property and assets at all times remained in the 
exclusive possession and control of the bankrupts. 
Sam Kleinman did not exercise any dominion or 
control over the pledges or the pledge ticket stubs 
except as an employee of the bankrupts. The bank- 
rupts at all times had exclusive dominion and con- 
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trol of them. There was not any difference in the 
handling of the pledges or pledge ticket stubs after 
they were allegedly assigned to Sam Kleinman for 
security than there was before that time. That the 
attempted transfer of the pledges and pledge ticket 
stubs from the bankrupts to Sam Kleinman was a 
fiction, as no actual transfer ever took place. That 
the transaction between the bankrupts and Sam 
Kleinman was an attempt to give Sam Klemman a 
more favorable position over other [266] creditors. 

The said Sam Kleinman was supplied daily with 
a list of the pledges which had been redeemed. 

On February 27, 1939, an attachment was levied 
against the bankrupts’ business by another creditor. 
Sam Kleinman and Edward Dienstag were notified 
of the event and they participated in a conference 
with the attorney for the attaching creditor for the 
purpose of releasing the attachment. Arrangements 
were made to hypothecate certain pledges held by 
the bankrupts with the attaching creditor in order 
to release the attachment. Sam Kleinman permitted 
the bankrupts to use pledges which had been hy- 
pothecated to him for the purpose of making up the 
‘“‘security’’ for the attaching creditor. On the same 
day new pledges belonging to the bankrupts were 
set aside in the same manner as before for Sam 
Kleinman, to replace those which had been used for 
the attaching creditor. 

At irregular intervals, ranging from a few days 
to a week, new notes and new contracts would be 
executed between the parties and new pledges would 
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be set aside in the same manner as was done previ- 
ously. These covered redemptions made by the bank- 
rupts’ customers, pledges used for other creditors 
and new loans in the amount of $8,350.00. They 
were not executed at the time the pledges were re- 
deemed by the bankrupts’ customers, or when the 
pledges were removed or money loaned, except as 
hereinbefore set forth with respect to the aforesaid 
attachment. The bankrupts and Sam Kleinman en- 
tered into a series of agreements bearing dates as 
set forth hereafter, all the said agreements being 
substantially in the same form and terms which said 
agreements were intended to be evidence of a por- 
tion of said $100,000.00 obligation, together with 
new and additional sums advanced by the claimant 
to the bankrupts, totalling $8,350.00: 


Woo QMereh 2... 2.28 $25,920.00 
[ 262% 

a OM sce ees 2,010.00 
Bees 250 Rie 2,000.00 

Be le oe 2,200.00 
PAmOm) GO eich te 2,000.00 
“ 2 2,500.00 

: Sete 2,000.00 

ty 1h Meee ee 2,200.00 

a i: ere 2,100.00 

= HMR) eee wes: 2,200.00 

ii a 2,900.00 

4 s,s e 2,000.00 

- Zane 1,500.00 

is ey Neve! 2,900.00 
May ne 1,200.00 
4 ee 3,700.00 

os | na 2,000.00 


ae ae 3,400.00 
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June Dee... 28 3,700.00 
es y (emer ee 3,400.00 
ae Dig ene te a 3,900.00 
ie naan 4,800.00 
July a ee A 2,400.00 


That the note and agreement dated July 5, 1989, 
in the sum of $2,400.00 was for payment of interest. 

Whenever new notes and contracts were executed 
by and between the bankrupts and Sam Kleinman 
a check for the same amount as the note would be 
executed by Sam Kleinman’s daughter, Jeanette 
Dienstag. This check was delivered to the bank- 
rupts. When the check was cashed by the bankrupts 
the money was then returned to Sam Kleinman and 
re-deposited in Jeanette Dienstag’s account. An em- 
ployee of the bank inquired what the purpose was 
in following that procedure, and subsequently, the 
checks issued by Jeanette Dienstag were for an 
amount less than the note and the difference was 
written on the note as having been paid in cash. 
The foregoing method was a subterfuge, as the sums 
of money indicated were not actually paid to the 
bankrupts. [268] 

That subsequent to February 24, 1939, Sam 
Kleinman advanced additional principal sums of 
money to the bankrupts, making a principal total 
of $108,350.00. That in addition thereto, there was 
a balance owing to Sam Kleinman by the bankrupts 
on account of I.O.U.’s in the sum of $350.00. That 
there was no agreement to pay interest on the said 
1.0.U. accounts. That at the time of the filing of the 
within proceedings the bankrupts were indebted to 
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Sam Kleinman in the sum of $661.19, as the balance 
of interest due the creditor. That the bankrupts 
were also indebted to Sam Kleinman for commis- 
sion on account of sales of jewelry in the sum of 
$358.31, of which $75.81 was earned within three 
months prior to July 10, 1939. That Sam Kleinman 
was indebted to the bankrupts in the amount of 
$100.00, evidenced by 1.0.U.’s signed by Sam Klein- 
man and in the possession of the bankrupts, in 
which amount the bankrupts are entitled to a 
credit, = * = 

That the following is a recapitulation of the 
account between the bankrupts and Sam Kleinman 


iC | ne ae $108,350.00 
Balance of interest from Feb- 
ruary 24 to July 10, 1939...... 661.19 
Balance of principal on account 
gn ORY 25 ee es 390.00 
Commission on account of sales 
of jewelry, as a general claim 282.50 
Total general unsecured eclaim.............. $109,643.69 
[ 269 ] 
Amount of usurious interest, to which 
trustee is entitled as an off-set.......0.......... $24,321.01 
85,322.68 
Less eredit of Sam Kleinman’s I. O. U. 
held Dy Dein bPwpltis.cec..__..ccecccceeccceceee. ee 100.00 
$85,222.68 


That in addition Sam Kleinman is entitled 
to priority of payment as a labor claim 
Mr Ge GWT Oi... ccna ooen nn cceeeacecnnn-nnenee $ 75.88 
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CONCLUSIONS OF LAW 
Ie 
That the alleged assignment of pledge tickets and 
pledges from the bankrupts to Sam Kleinman was 
void as against creditors of the bankrupts and as 
against the trustee-in-bankruptcy. 


ine 
That Sam Kleinman has a general unsecured 
claim in the sum of $85,222.68, and a prior labor 
claim in the sum of $75.81. 


Dated this 17 day of January, 1941. 
BENNO M. BRINK, 
Referee-in-Bankruptcy. 
Approved as to form 
EUGENE L. WOLVER, 
EDWARD DIENSTAG, 
LOUIS MILLER, 
By THEODORE A. HORN, 
Attorneys for Claimant. 


[Endorsed]: Filed Jan. 28, 1941. [270] 
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In the District Court of the United States 
Southern District of California 
Central Division 
In Bankruptcy No. 34490-H 


In the matter of ABRAHAM ZEMANSKY, 
DAVID ZEMANSKY and SOL ZEMANSKY, 
doing business under the fictitious names and 
styles of PROVIDENT LOAN ASSOCIA- 
TION and STATE LOAN OFFICE, 

Bankrupts. 


ORDER AND DECREE 


The Objections of the Trustee in Bankruptcy in 
this matter came on regularly for hearing before 
the Honorable Benno M. Brink, Referee in Bank- 
ruptey, after successive continuances, on the 21st 
day of August, 1940, at 10 o’clock A.M., Murray M. 
Chotiner, Frank C. Weller, and Hubert F. Laugh- 
arn appearing as attorneys for Paul W. Sampsell, 
Trustee in this matter, and Edward Dienstag, 
Kugene L. Wolver, Louis Miller and Theodore A. 
Horn, appearing as attorneys for claimant, Sam 
Kleinman. 

The Court, after hearing the evidence and argu- 
ment of counsel and being fully advised in the 
premises, and the matter having been submitted for 
determination, and the Court having filed its Find- 
ings of Fact and Conclusions of Law herein; 

It Is Hereby Ordered, Adjudged and Decreed 
that the alleged assignment of pledge tickets and 
pledges from the bankrupts to Sam Kleinman as 
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security was and is void as against creditors of the 
bankrupts and as against the said Trustee-in- 
Bankrutey, and 
It Is Further Ordered, Adjudged and Decreed 
that the claim of Sam Kleinman filed herein, be, 
and the same is hereby allowed as a general un- 
secured claim in the sum of $85,222.68, and as a 
prior labor claim in the sum of $75.81. 
Dated this 17th day of January 1941. 
BENNO M. BRINK, 
Referee-in-Bankruptey. 
Approved as to form. 
EKUGENE L. WOLVER, 
EDWARD DIENSTAG, 
LOUIS MILLER and 
THEODORE A. HORN. 
By THEODORE A. HORN, 
Attorneys for Claimant. 


[Endorsed]: Filed Feb. 28, 1941. [271] 


[Title of District Court and Cause. ] 


PETITION FOR REVIEW 
OF REFEREE’S ORDER 


To the Honorable Benno M. Brink, Esq., Referee 
in Bankruptcy: 
The petition of Sam Kleinman respectfully shows 


as follows: 


I. 
That your petitioner heretofore duly filed his 
Proof of Claim in the above-entitled matter, where- 
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in it was set forth that the bankrupts herein were 
indebted to your petitioner in the sum of One 
Hundred Twenty-six Thousand Four Hundred 
Twenty-one and 61/100 ($126,421.61) Dollars, which 
sum was secured by pledge; the sum of Three Hun- 
dred Fifty ($350.00) Dollars unsecured; and the 
sum of Seven Hundred Fifty ($750.00) Dollars un- 
secured, for which a priority was claimed as a labor 
claim. 
I. 

That on or about the 24th day of May, 1940, Paul 
W. Sampsell, the Trustee in Bankruptcy herein, 
filed a petition in the above-entitled matter, entitled 
‘“Objections to Claim of Sam Kleinman, Objections 
to Right of Security thereunder, and Set-Offs to 
said Claim’’. That in said petition the said Trustee 
in Bankruptcy prayed that the claim of your peti- 
tioner be determined to be unsecured and that said 
claim be allowed and reduced as a general claim to 
the sum of Fifty Nine Thousand Twenty-four and 
87/100 [272] ($59,024.87) Dollars. 


JIT. 

That upon the filing of said Objections by the 
said Trustee in Bankruptcy, an Order was duly 
made and entered by the Honorable Ernest R. 
Utley, Referee in Bankruptcy, setting for hearing 
the claims of your petitioner and the Objections 
thereto, in the courtroom of the Honorable Benno 
Brink, Referee in Bankruptcy, on the 5th day of 
June, 1940. 
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IV. 

That the hearing of said claims and objections 
was thereafter continued to the 21st day of August, 
1940, when the same came on regularly for deter- 
mination, the said claimant, appearing In person 
and by his counsel, Eugene L. Wolver, Louis Mil- 
ler, Edward B. Dienstag and Theodore A. Horn, 
and the Trustee in Bankruptcy appearing in person 
and by his counsel, F. C. Weller, Hubert F. 
Laugharn and Murrary M. Chotiner. 


Vv. 

That evidence, both oral and documentary, was 
introduced at said hearing; that the matter was 
thereafter submitted to the above-entitled Court, 
and on the 17th day of January, 1941, said Referee 
Benno Brink did make, enter and file in the rec- 
ords of the above-entitled matter his Findings of 
Fact and Conclusions of Law, and an Order and 
Decree thereon. 


VI. 
That said Order and Decree, for which review 
herein is sought, is as follows, to-wit: [273] 


Wale. 

That said Order and Deeree was and is erroneous 
for the following reasons: 

1. That the evidence adduced at said hearing 
Was insufficient to justify the said Order and 
Decree; 

2. That said Order and Decree are against the 
law; 
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3. That there was no evidence in support of the 
following Findings of Fact, upon which the said 
Order and Decree is based: 

(a) That on February 24, 1939, and for some 
time prior thereto, and continuously thereafter, 
Sam Kleinman had reasonable cause to believe, 
and did know, that the bankrupts, as co-partners, 
and as individuals, were insolvent. (That the evi- 
dence is wholly contrary to said Finding, and is 
summarized in Exhibit 1 (a) attached hereto and 
made a part hereof.) 

(b) The pledge agreements, pledge property and 
pawn tickets remained in the possession and under 
the control of the bankrupts. (That the evidence 
is wholly contrary to said Finding, and is sum- 
marized in Exhibit 1 (b) attached hereto and made 
a part hereof.) 

(c) The money received from the customer 
would be placed in the cash drawer and used again 
in the business of the bankrupts, without segre- 
gating it in any manner. (That the evidence is 
[275] wholly contrary to said Finding, and is sum- 
marized in Exhibit 1 (¢) attached hereto and made 
a part hereof. ) 

(d) ‘The moneys received as a result of the re- 
demption of pledges by customers became a part of 
the genera! funds of the bankrupts, and that Sam 
Kleinman had full knowledge of this procedure and 
acquiesced to it. (That the evidence is wholly con- 
trary to said Finding, and is summarized in Ex- 
hibit 1(d) attached hereto and made a _ part 
hereof. ) 
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(e) There never was a transfer of the pawn 
tickets or pledges, and that all of the property 
and assets at all times remained in the exclusive 
possession and control of the bankrupts, and that 
Sam Kleinman did not exercise any dominion or 
control over the pledges or the pledge ticket stubs, 
except as an employee of the bankrupts. (That 
the evidence is wholly contrary to said Finding, 
and is summarized in Exhibit 1 (e) attached hereto 
and made a part hereof.) 

(f) That the bankrupts at all times had ex- 
elusive dominion and control of the pledge ticket 
stubs and pledges, and that there was not any 
difference in the handling of the pledges or pledge 
tickets after they were assigned to Sam Kleinman 
for security than there was before that time. (That 
the evidence is wholly contrary to said Finding, 
and is summarized in Exhibit 1 (f) attached hereto 
and made a part hereof.) 

(¢) That the transfer of the pledges and pledge 
ticket stubs from the bankrupts to Sam Kleinman 
was a fiction, and that no actual transfer ever took 
place. (That the evidence is wholly contrary to 
said Finding, and is summarized in Exhibit 1 (g) 
attached hereto and made a part hereof.) 

(h) That the transaction between the bank- 
rupts and Sam Kleinman was an attempt to give 
Sam Kleinman a more favorable position over 
other creditors. (That the evidence is wholly con- 
trary to said Finding, and is summarized in Ex- 
hibit 1 (h) attached [276] hereto and made a part 
hereof.) 
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(1) That the checks executed by Sam Klein- 
man’s daughter, Jeanette Dienstag, and delivered 
to the bankrupts in respect to new notes and con- 
tracts, was a subterfuge. (That the evidence is 
wholly contrary to said Finding, and is summarized 
in Exhibit 1 (1) attached hereto and made a part 
hereof.) 

(n) That the bankrupts, as co-partners and as 
individuals, on July 10th, 1939, and for at leagé 
a year prior thereto, were insolvent. (That the 
evidence is wholly contrary to said Finding, and 
is summarized in Exhibit 1 (n) attached hereto and 
made [277] a part hereof.) 

(o) That during the year prior to the bank- 
ruptcy proceedings, the amount of jewelry deliv- 
ered to the claimant by the bankrupts for resale 
was diminished considerably by the bankrupts, for 
the reason that there was not as much jewelry on 
hand for sale. (That the evidence is wholly con- 
trary to said Finding, and is summarized in Ex- 
hibit 1 (0) attached hereto and made a part hereof.) 

(p) That the claimant knew that in 1936 and 
in 1937 there was sufficient money to make loans, 
and that after that time he knew there was not 
suficient money to make all loans requested by 
customers; and that he also knew that many large 
loans were refused because the bankrupts were 
short of capital. (That the evidence is wholly con- 
trary to said Finding, and is summarized in Ex- 
hibit 1 (p) attached hereto and made a part hereof.) 

(q) That a duplicate set of pawn ticket stubs 
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were not segregated from the rest of the records 
of the bankrupts. (That the evidence is wholly 
contrary to said Finding, and is summarized in 
Exhibit 1(q) attached hereto and made a _ part 
hereof. ) 

4. That the Court erred in making the following 
Conclusions of Law: 

(a) That the assignment of pledge tickets and 
pledges from the bankrupts to Sam Kleinman was 
void as against creditors of the bankrupts, and 
as against the T'rustee in Bankruptcy; 

(b) That Sam Kleinman has a general un- 
secured claim in the sum of Eighty Five Thou- 
sand I'wo Hundred Twenty-two and 68/100 ($85,- 
222.68) Dollars. [278] 

o. The Court erred in admitting in evidence 
Trustee’s Exhibits 3, 14, 17 and 18, over the ob- 
jections of the claimant, and all testimony based 
thereon. 

6. The Court erred in denying the motion of 
the claimant, Sam Kleinman, to dismiss the Order 
to Show Cause issued upon the objections of the 
Trustee in Bankruptcy to the proof of claim of 
mae claimant. (R. T. 511, 11. 5-18). 


Wherefore: Your petitioner prays for a review 
of the said Order and Decree by the above-entitled 
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Court, and that the said Order and Decree be va- 
cated and set aside. 
SAM KLEINMAN 
Petitioner. 
EUGENE L. WOLVER, 
LOUIS MILLER, 
EDWARD B. DIENSTAG and 
THEODORE A. HORN 
By: EDWARD DIENSTAG 
Attorneys for Petitioner. 
[279] 


[Title of District Court and Cause. ] 


REFEREE’S CERTIFICATE ON PETITION 
FOR REVIEW BY SAM KLEINMAN 


To the Honorable Judges of the Above Entitled 
Court: 


I, Benno M. Brink, one of the Referees in Bank- 
ruptey of this Court, do hereby certify to the fol- 
lowing: 

Sam Kleinman, a creditor in this matter, has 
filed his petition for review from an order made 
by your Referee in this matter on January 17, 
1941, in which he sustained certain objections which 
had been made by the Trustee herein to the claim 
filed in this matter by the said petitioner on re- 
view, who will hereafter be referred to as ‘‘Klein- 


man.”’’ 
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THE PROCEEDINGS 


This bankruptey matter began as a Chapter Xl 
proceeding but later an order of adjudication was 
made and bankruptcy is now being proceeded with. 
The case is pending before Referee Ernest R. Utley 
but the matter involved in this review was heard 
and determined by your Referee. 

The bankrupts were pawnbrokers and as such 
carried on an extensive business in the City of 
Los Angeles. To finance their operations they 
borrowed large sums of money from various in- 
dividuals, including Kleinman, to whom at the time 
of bankruptcy they were indebted in the approxi- 
mate sum of $108,000.00. Practically all of the 
obligations of the bankrupts to the aforesaid in- 
dividuals from whom they borrowed money were 
unsecured. [333] 

Kleinman began loaning money to the bankrupts 
in 1927 and from 1933 on they were continuously 
indebted to him. From 1935 on Kleinman was 
associated with or employed by the bankrupts on 
a salary and commission basis for the purpose of 
selling jewelry which had been pledged with the 
bankrupts but which had not been redeemed. From 
time to time Kleinman also assisted as a loan clerk 
in one of the places of business mantained by the 
bankrupts. 

Up to 1939 Kleinman had no security for any 
of the money loaned by him to the bankrupts. 
However, in January of that year he requested 
that he be given security for the amount owing 
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to him which then approximated $100,000.00 and 
which was evidenced by certain promissory notes 
which had been executed from time to time by 
the bankrupts in favor of Kleinman. Negotia- 
tions followed and on February 24, 1939, new 
notes, aggregating $100,000.00, were executed by the 
bankrupts in favor of Kleinman and at the same 
time an agreement in writing was entered into 
between the parties which provided, among other 
things; (1) That the bankrupts agreed to ‘‘transfer 
and deposit, by way of pledge with said second 
party as collateral security for the payment of said 
twenty (20) promissory notes, ... . the pledge 
agreements and pawn tickets, the numbers of which 
are contained in Exhibit A attached hereto and 
made a part hereof, which are now in the posses- 
sion of the first parties. (the bankrupts) ;’’ (2) 
That Kleinman appointed the bankrupts as agent 
‘‘for the purpose of collecting any and all sums 
of money which may be due, owing, or unpaid upon 
and in respect to each of the said pawn tickets, 
and pledge agreements, and first parties (the bank- 
rupts) do hereby agree to collect such moneys and 
hold the same in trust for the purpose of applying 
such money so collected to the payment of the 
twenty (20) promissory notes hereinbefore de- 
scribed, and first parties will, upon demand, so pay 
and apply said moneys to the payment of the said 
promissory notes;’”? and (3) That the bankrupts 
agreed ‘‘to retain in their possession every article 
pledged [334] and pawned to them in respect to 
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and by virtue of the foregoing pawn tickets, and 
to deliver them to the owners thereof, or assignees 
of said owners, only upon redemption of said pawn 
tickets by the payment of the same as provided in 
Section 3 of Statutes of California, 1935, Page 
1613; and after the expiration of time limited 
by the terms of said Paragraph 3 of said Act, first 
parties shall hold any such articles so pledged and 
pawned for the benefit of and to the order of second 
amy. 7 

In connection with the aforesaid agreement Klein- 
man acknowledged in writing the receipt from the 
bankrupts of the pledge agreements and pawn 
tickets therein described. (Kleinman’s Exhibit No. 
4.) At the same time the bankrupts acknowledged 
in writing the receipt of the said agreements and 
pawn tickets from Kleinman. (Trustee’s Exhibit 
No. 4.) 

Thereafter, and from time to time, agreements 
similar in character to the one of February 24, 
1939, were executed by the bankrupts and Klein- 
man to cover new notes given by the bankrupts to 
Kleinman for collections made by the bankrupts 
on the aforesaid pledge agreements and pawn tick- 
ets, for certain of the said pledge agreements and 
pawn tickets which were released by Keleinman 
and for new money loaned by Kleinman to the 
bankrupts in the sum of of $8,350.00. The new 
notes which were given for the collections made 
by the bankrupts and for the pledge agreements 
and pawn tickets released by Kleinman reduced 
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correspondingly the notes already held by Klein- 
man. 

This bankruptey proceeding commenced with the 
filing of a Chapter XI petition on July 10, 1989. 
At that time all or substantially all of the pledge 
agreements and pawn tickets covered by the then 
outstanding agreements between the bankrupts and 
Kleinman were in possession of the bankrupts as 
were also all of the articles which had been pledged 
and pawned to the bankrupts with respect to the 
said pawn tickets. A recelver being appointed he 
took possession [335] of the said pledge agree- 
ments and pawn tickets and the said articles so 
pledged and they, or the proceeds thereof, are now 
in the possession of the Trustee in Bankruptcy 
awaiting the outcome of this litigation. 

After the adjudication in bankruptcy in this mat- 
ter Kleinman filed his claim for $126,401.61 as 
principal, interest, and attorneys’ fees on the notes 
he then held under the aforesaid agreements and 
for an unsecured item of $370.00 and for a prior 
labor claim of $750.00. Attached to the claim were 
copies of the then outstanding agreements between 
the bankrupts and Kleinman. It was alleged in 
the said claim that the aforesaid item of $126,401.61 
was secured by the aforesaid agreements and the 
pledge tickets, properties and rights therein granted 
or secured by the terms, covenants and conditions 
in said agreements. 

In due course the Trustee herein filed his ob- 
Jections to the said claim in which he alleged, among 
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other things, (1) that the said claim was wholly 
unsecured for the reason that all of the property 
and assets claimed by the said Kleinman as se- 
curity remained at all times in the possession and 
control of the bankrupts; (2) that any attempt by 
the bankrupts to assign to Kleinman any contracts 
held by them in their business as pawnbroker was 
illegal and contrary to the laws of the State of 
California; (3) that the agreements with Klein- 
man, which were within four months of the com- 
mencement of this proceeding on July 10, 1939, 
were preferential and void under the Bankruptcy 

After due hearing your Referee, on January 17, 
1941, made his order in which, in substance, he 
ruled that Kleinman’s claim was wholly unsecured. 
* * * [336] It is from this order that this review 
is taken. 


THE QUESTIONS PRESENTED 


In his petition for review Kleinman makes these 
contentions: 

1. That the evidence is insufficient to jus- 
tify your Referee’s order. 

2. That your Referee’s order is against the 
law. 

3. That there was no evidence in support 
of those portions of your Referee’s findings 
of fact which are detailed in subparagraph 3 
of paragraph VII on Pages 3 to 7 of the peti- 
tion for review. 
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4. That your Referee erred in those por- 
tions of his conclusions of law which are de- 
tailed in subparagraph 4 of paragraph VII 
on page 7 of the petition for review. 

5. That your Referee erred in admitting in 
evidence the exhibits and the testimony men- 
tioned in subparagraph 5 of paragraph VII 
on page 8 of the petition for review. 

6. ‘hat your Referee erred in denying 
Kleinman’s motion to dismiss the objections 
filed by the Trustee to his claim at the con- 
clisiom of the ‘Trustee’s ease. 


Kleinman’s contentions as above set forth pre- 
sent briefly these questions for determination: 


On the Question of Kleinman’s Security 


(a) Was there an actual delivery and an 
actual change of possession from the bank- 
rupts to Kleinman of the pledge agreements 
and pawn tickets here involved or of the ar- 
ticles which had been pledged to the bankrupts 
in respect thereto? 

(b) Were the agreements between Klein- 
man and the bankrupts valid as against the 
Trustee in Bankruptey and the [837] creditors 
of the bankrupts without an actual delivery and 
an actual change of possession from the bank- 
rupts to Kleinman of the pledge agreements 
and pawn tickets or of the articles which had 
been pledged to the bankrupts in respect 
thereto? 
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The Evidence 
The evidence on the questions presented by this 
review is contained in a complete transcript of 
the proceedings and in the exhibits in the case, 
all of which are going up with this certificate. 


Referee’s Findings of Fact 

Your Referee’s findings of fact on the questions 
presented by this review are contained in the docu- 
ment captioned ‘‘ Findings of Fact and Conclusions 
of Law which is going up with this certificate. 
For the information of the Court your Referee 1s 
also sending up with this certificate the Trustee’s 
proposed findings of fact, Kleinman’s proposed 
amendments thereto, and the [3838] Trustee’s reply 
to said proposed amendments, all of which were 
duly considered by your Referee in deciding upon 
the findings of fact and conclusions of law which 
he finally signed in this matter. 

Your Referee’s findings on the questions of fact 
presented by this review as set forth in his afore- 
said findings of fact and conclusions of law may 
be thus briefly set forth: 


On the Question of Kleinman’s Security . 

(a) Your Referee found that there was no ac- 
tual delivery and no actual change of possession 
from the bankrupts to Kleinman of the pledge 
agreements and pawn tickets here involved or of 
the articles which had been pledged to the bank- 
rupts in respect thereto. [339] 
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Referee’s Conclusions of Law 
Your Referee’s conclusions of law on the ques- 
tions presented by this review are contained in the 
aforesaid instrument captioned Findings of Fact 
and Conclusions of Law which is going up with 
this certificate. Briefly stated, your Referee’s con- 
clusions were: 


On the Question of Kleinman’s Security 
(a) Your Referee concluded that the agree- 
ments between the bankrupts and Kleinman were 
void as against the Trustee in bankruptcy and 
the creditors of the bankrupts and that, therefore, 
Kleimman’s claim was wholly unsecured. 


Papers Submitted 

I hand up for the information of the Court the 

following papers: 

1. Objections to claim of Sam Kleinman, filed 
May 23, 1940. 

2. Reporter’s transcript of testimony and pro- 
ceedings adduced at hearing on objections by 
Trustee to claim of Sam Kleinman, Volumes 
TW and (Il. £340] 


do. he following Exhibits: 

Trustee’s Exhibit No. 1—(By reference) 
Objections of trustee to claim of Sam Klein- 
man, page 8, line 25 to page 9, line 11. 

Trustee’s Exhibit No. 2—(By reference) 
Objections of trustee to claim of Sam Klein- 
man, page 11 line 26 to page 12, line 11. 

Trustee’s Exhibit No. 3—(By reference) 
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Objections of trustee to claim of Sam Klein- 
man, page 2, line 28 to page 4, line 32. 

Trustee’s Exhibit No. 4—Agreement dated 
February 24, 1939. 

Trustee’s Exhibit No. 5—Contract dated 
March 2, 1939. (by reference) 

Trustee’s Exhibit No. 6—Contract dated 
March 22, 1939. (by reference) 

Trustee’s Exhibit No. 7—Debtor’s Sched- 
ules and Amendments. (by reference) 

Trustee’s Exhibit No. 8—Pledge Ticket. 

Trustee’s Exhibit No. 9—Pledge Bag. 

Trustee’s Exhibit No. 10-A—Photograph of 
Vault. 

Trustee’s Exhibit No. 10-B—Photograph of 
Vault. 

Trustee’s Exhibit No. 10-C—Photograph of 
Vault. 

Trustee’s Exhibit No. 10-D—Photograph of 
Vault. 

Trustee’s Exhibit No. 11—Tabs dated July 
Jean 6G, 1959, 

Trustee’s Exhibit No. 12—Promissory notes 
with signatures cut out. 

Trustee’s Exhibit No. 13—Promissory notes 
with signatures cut out. 

Trustee’s Exhibit No. 14—Schedule of inter- 
est accrued. 

Trustee’s Exhibit No. 15—Cancelled check 
for $800.00. 


o4 
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Trustee’s Exhibit No. 16—Cancelled check 
for $500.00. 

Trustee’s Exhibit No. 17—List of interest 
ehiegks. 

Trustee’s Exhibit No. 18—Interest payment 
checks. 

Kleinman’s Exhibit No. 1—Pawn ticket. 

Kleinman’s Exhibit No. 2—I. O. U. dated 
June 8, 1939. 

Kleinman’s Exhibit No. 3—Memo. of Re- 
demptions. 

Kleinman’s Exhibit No. 4—Copy of contract 
of of February 24, 1939. [341] 

Kleinman’s Exhibit No. 5—Ledger Sheet. 

Kleinman’s Exhibit No. 6—Book of pledges. 

Kleinman’s Exhibit No. 7—Inventory Sheet. 

Kleinman’s Exhibit No. 8—Five pages of 
pledge numbers. 


. Trustee’s proposed findings of fact and con- 


elusions of law. 


Kleinman’s proposed amendments to proposed 
findings of fact and conelusions of law. 


. Trustee’s reply to Kleinman’s proposed 


amendments to findings of facet and conclu- 
sions of law. 


Findings of fact and conclusions of law dated 
J atime 17, 194). 


Order and decree, dated January 17, 1941. 
Petition for review of Referee’s order, filed 
February 13, 1941. 


Paul W. Sampsell, Trustee Do 


Respectfully Submitted this 27th day of Feb- 
ruary, 1941. 
BENNO M. BRINK 
Referee in Bankruptcy. 


[Endorsed]: Filed Feb. 28, 1941. [3842] 


_ aE 


[Title of District Court and Cause. ] 


Memorandum of Conclusions, 
of 
Judge Hollzer 


February 6, 1942 


This proceeding comes before the court upon a 
review prosecuted by one Sam Kleinman, herein- 
after referred to as claimant, from an order of the 
Referee disallowing the claim filed herein by the 
former as a secured claim but approving the same 
as an unsecured claim in the amount of $85,222.68 
and as a prior labor claim in the sum of $75.81. 

The record upon which this review has been pre- 
sented is exceedingly voluminous, covering not only 
many hundreds of pages of the reporter’s tran- 
seript, but also including numerous exhibits. The 
questions requiring determination have been briefed 
at great length, and in addition, more than two 
days have been devoted to oral argument by able 
and experienced counsel. The great mdustry and 
exhaustive research thereby demonstrated merit 
commendation. 
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While the interested parties no doubt may feel 
that the points presented call for an opinion com- 
mensurate in length with that of the voluminous 
briefs, nevertheless, the demands made upon our 
time by other pending proceedings will not warrant 
the same. 

The facts as found by the Referee are in sub- 
stance as follows: 

At the time of the filing of these bankruptcy pro- 
ceedings and for many years prior thereto, the 
bankrupts were [875] engaged in business as pawn- 
brokers. Originally they operated a single estab- 
lishment known as ‘‘State Loan Office’, and sub- 
sequently they maintamed a second establishment 
under the name of ‘‘ Provident Loan Association’’. 

In the operation of their pawnbroking business 
the procedure followed in making a loan was in 
effect that a pawn ticket, containing a general de- 
scription of the article pawned, was given to the 
borrower. A stub containing a detailed description 
of the pawned article was kept as a part of the 
records of the bankrupts. The jewelry, which 
usually constituted the pawned article, was placed 
in an envelope and kept in a drawer in one of the 
vaults belonging to the bankrupts. 

Claimant started loaning money to the bankrupts 
about 1927, upon interest at the rate of 12% per 
annum, but without security. By 1929, all sums 
loaned by him to the bankrupts up to that time had 
been repaid. In 1933, he resumed loaning money 
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to them, and again no security was given. From 
time to time thereafter, and up to the Spring and 
Summer of 1939, he continued to loan to them vaii- 
ous sums. At first the interest on these loans was 
fixed at 12% per annum. However, in 1936 the in- 
terest was specified at 10% per annum, and in 1938 
further loans were made at the rate of 7%. 

By July 1, 1936 these loans totalled $50,000 and 
were evidenced by ten notes bearing that date, each 
in the principal sum of $5,000 with interest at 10% 
per annum, and payable one day after date. On 
November 14, 1936 claimant loaned to the bankrupts 
the additional sum of $20,000, the same being evi- 
denced by a note for that amount payable in 30 
days. A further loan was made by him on March 
25, 1938 [876] in the amount of $19,000, for which 
a note was given payable one day after date. On 
July 26 of the same vear he loaned to the bankrupts 
$5,000 additional, as evidenced by two notes, one 
for $3,000 payable on demand, and the other for 
$2,000 payable in 30 days. Again on December 17%, 
1938 he extended to them an additional loan of 
$1700, for which he received a note payable one 
day after date. All notes executed during 1938 
bore interest at the rate of 7% per annum. 

In addition, the bankrupts borrowed from claim- 
ant from time to time between 1934 and February 
1939, various sums of money ranting from $100 to 
$15,000 at any one time, but each of these loans was 
evidenced by an IOU, without any interest being 
specified thereon. 
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None of these loans was secured. 

In 1935 the bankrupts employed claimant at their 
establishment known as Provident Loan <Associa- 
tion. He continued in that employment up to the 
date of bankruptey. Originally his duties consisted 
of selling unredeemed jewelry. The monies re- 
ceived from such sales went into the operation of 
the bankrupts’ business. Subsequently his duties 
included that of a loan clerk, namely jending money 
to the bankrupts’ customers who pledged jewelry or 
other property as security for the repayment of 
such loans. Krom the time he entered such em- 
ployment and up to about the end of 1938 claimant 
was paid a salary of $75.00 per week plus a com- 
mission of 1% upon the merchandise sold by him. 
Thereafter, he accepted a reduction in salary, know- 
ing there was not enough work for him to do, he 
also stating that he was in poor health and desired 
a vacation. 

By 1938 the volume of merehandise on hand for 
sale had decreased materially. In that year and 
also during 1939 his duties were divided between 
the two jobs of selling merchandise [377] and serv- 
ing as a loan clerk. At the Provident Loan Asso- 
ciation he had access to and was familiar with the 
cash drawer where the money was kept for the pur- 
pose of making loans to customers. In 1936 and 
1937 he knew that there were sufficient funds to 
make loans. He also knew that in 1938 and the 
following year there was not sufficient money to 
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make all loans requested by the customers. During 
the latter period he told the bankrupts and their 
employees that there was not enough money to make 
loans and asked them to obtain the necessary funds. 
On many of these occasions the bankrupts did not 
provide the necessary funds. He further knew 
that many large loans were refused because 
the bankrupts were short of capital, and that 
many loans to customers were not made because of 
the lack of funds. 

At all times before and since claimant became a 
creditor of the bankrupts, the latter were indebted 
to other creditors, and there continued to be such 
creditors up to and at the time of the commence- 
ment of these bankruptcy proceedings. 

About January, 1939 (claimant asserts it was in 
December, 1938) claimant demanded from the bank- 
rupts security for the above mentioned loans. His 
son-in-law, an attorney negotiated with them for 
security. Originally he requested that pawned ar- 
ticles then held by the bankrupts in pledge be given 
for security. They informed him they were unable 
to do so as that was not permitted under the law. 
Claimant’s attorney informed them he had a plan 
whereby the security could be given. 

On or about February 24, 1939 the bankrupts 
were indebted to claimant in the sum of $99,379.00. 
About the same date he advanced to them an ad- 
ditional amount of $621.00. On the date mentioned, 
the bankrupts and claimant executed an agreement 
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which in effect declared, among other provisions, 
[378] that they were desirous of having this in- 
debtedness secured by way of pledge, and that to 
secure the same the bankrupts were desirous of 
pledging pawn tickets held by them as pawnbrokers. 
Said contract, in addition to providing for the mak- 
ing and delivery of certain notes, also stipulated im 
effect that the bankrupts agreed to transfer and 
deposit by way of pledge with claimant as collateral 
security for the payment of said notes certain 
pledge agreements and pawn tickets. Claimant by 
said contract attempted to constitute the bankrupts 
his agents for the purpose of collecting money under 
said pledges. Said contract further provided that 
the bankrupts were to retain in their possession the 
articles pledged and pawned in respect to and by 
virtue of the pawn tickets, and to deliver them to 
the owner thereof or assignees of said owners only 
upon redemption of said pawn tickets by the pay- 
ment of the same as provided by Section 3 of the 
Statutes of California, 1935, page 1613; and further 
that after the expiration of the time limited by the 
terms of Paragranh 3 of said Act, the bankrupts 
should hold any such articles so pledged and pawned 
for the benefit and to the order of claimant. Pur- 
suant to said contract of February 24, 1939 the 
bankrupts executed and delivered to claimant 
twenty notes, each im the prineipal amount of 
$5,000. 


The bankrupts caused their employees to take 
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drawers of pledges out of the vault at the Provident 
Loan Association, and to total the principal amount 
of the pledges until they reached a sum in excess 
of $100,000. The pledges (approximately 1200 in 
number) were then placed in separate drawers 
alongside the other pledges in the vault, and these 
drawers were marked with a ‘‘K’’. The bankrupts 
and all of their loan clerks had access to the vault 
and the drawers containing the pledges. The pawn 
ticket stubs were placed in a [379] separate book 
and the initial ‘‘K’’ was placed on the outside 
of the book. These books of pawn ticket stubs were 
kept next to the remaining pawn ticket stub books. 
The bankrupts and their employees at all times had 
access to all of the pawn ticket stubs. No attempt 
was made to prevent them from having such access. 

Whenever a customer wished to redeem a pledge, 
including any pledge which had been hypothecated 
with claimant, the bankrupts or one of their loan 
clerks would go to the vault, remove the pledge and 
return it to the customer. Claimant had full know!- 
edge of this procedure and acquiesced in it. The 
pledgors and customers of the bankrupts, as well 
as creditors of the bankrupts, were never notified 
and had no knowledge of the attempted assignment 
to claimant. The right to make collections was 
never given to hin, and he did not make collections 
upon said pledged accounts, except in the ordinary 
course of business as an employee of the bankrupts. 
He was supplied daily with a list of the pledges 
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which had been redeemed. On February 27, 1939 
an attachment was levied against the bankrupts’ 
business by another creditor. Claimant and his at- 
torney were notified of the event, and they par- 
ticipated in a conference with the attorney for the 
attaching creditor for the purpose of releasing the 
attachment. Arrangements were made to hypothe- 
eate certain pledges, held by the bankrupts, with the 
attaching creditor in order to release the attach- 
ment. Claimant permitted the bankrupts to use 
pledges which the parties had undertaken to hypo- 
thecate to him, in order to make up the security 
for the attaching creditor. On the same day new 
pledges belonging to the bankrupt were set aside 
in the same manner as previously for claimant, to 
replace those which had been [880] used for the 
attaching creditor. 

Thereafter at irregular intervals, ranging from 
a few days to a week, new notes and new contracts 
would be executed between the bankrupts and 
claimant, and new pledges would be set aside in thé 
same manner as had been done previously. These 
covered redemptions made by the bankrupts’ cus- 
tomers, pledges used for other creditors and new 
loans in the amount of $8,350.00. They were not 
executed at the time the pledges were redeemed by 
the bankrupts’ customers, or when the pledges were 
removed or money loaned, except as previously set 
forth with respect to the aforesaid attachment. Be- 
tween March 3, and July 5, 1939, the bankrupts and 


Paul W. Sampsell, Trustee 


63 


claimant entered into a series of agreements bear- 
ing dates as set forth hereafter, all said agree- 
ments being substantially in the same form and 


terms, and which were intended to be evidence of 
a portion of said indebtedness of $100,000, together 
with new and additional sums advanced by claim- 
ant to them, totalling $8,350.00, as follows, to-wit: 


1939 


March 
March 


o¢ 


April 


é¢ 


July 


i lees $25,920.00 
Spanner 2,510.00 
7 eh 2,200.00 
Aico at 2,000.00 
Ce oe a 2,500.00 
Qe 2,000.00 
Tilt eee 2,200.00 
Io 2,100.00 
eee ee 2,200.00 
i oes 2500.00 
2 ee 2,000.00 
2 eee 1,500.00 
20 ae 2,500.00 
Du, Mae. 1,200.00 
a 3,700.00 
2 2 ee 2,000.00 
i 3,400.00 
ie ee. 3,750.00 
(ee fs 3,400.00 
1 ee aes 3,900.00 
2°) os Sa 4,800.00 
Gees 2,400.00 


[381] 


The note and agreement made under date of Julv 
), 1939 involved the payment of interest in the 
amount of $2400.00. Whenever new notes and con- 
tracts were executed between the parties a cheek 
for the same amount as the note would be executed 
by claimant’s daughter and delivered to the bank- 
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rupts. When the check was cashed by the bank- 
rupts the money was then returned to claimant and 
re-deposited in his daughter’s account. An em- 
ployee of the bank inquired what the purpose was 
in following that procedure, and subsequently the 
checks issued by claimant’s daughter were for an 
amount less than the note and the difference would 
be written on the note as having been paid in cash. 
The foregoing method was a subterfuge as the sums 
of money indicated were not actually paid to the 
bankrupts. All notes executed on and after Feb- 
ruary 24, 1939 stipulated for interest at the rate of 
10% per annum. 

These bankruptcy proceedings were commenced 
July 10, 1939. The bankrupts as co-partners and 
as individuals at that time and for at least a year 
prior thereto were insolvent. At the time said pro- 
ceedings were commenced they were indebted to 
claimant in the sum of $661.19 on aecount of in- 
terest, also in the further amount of $358.31 as com- 
mission on account of sales of jewelry, in addition 
to the principal sums hereinbefore stated. Of this 
latter amount the sum of $75.81 had been earned 
within three months prior to July 10, 1939. Like- 
wise, on the latter date, claimant was indebted to 
the bankrupts in the amount of $100 as evidenced 
by IOU’s he had signed and delivered to them. 

While in their opening brief counsel for claimant 
have set forth five specific findings of the Referee 
dealing with the subject matter of security, and 
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also have therein [382] called attention to two ad- 
ditional specific findings, the latter dealing with the 
subject matter of a preference, and likewise have 
therein specified three further findings, the latter 
dealing with the subject matter of usury, all of 
which they contend are not supported by the evi- 
dence, or are contrary to the great weight of the 
evidence, no attack is made in said brief upon the 
findings embodying the facts hereinbefore recited. 

In addition to the foregoing, the referee also 
found: 

‘There never was a transfer of the pawn 
tickets or pledges, all of the property and as- 
sets at all times remaining in the exclusive 
possession or control of the bankrupts * * * 
that the attempted transfer of the pledges and 
pledge ticket stubs from the bankrupts to Sam 
Kleinman was a fiction as no actual transfer 
ever took place.’’ 

‘Sam Kleinman did not exercise any dom- 
inion or control over the pledges or pledge 
ticket stubs, except as an employee of the bank- 
rupts. * * * The bankrupts at all times had ex- 
clusive dominion and control of them. * * * 
There was not any difference in the handling 
of the pledges or pledge ticket stubs after they 
were allegedly assigned to Kleinman for se- 
curity than there was before that time.’’ 

‘“The money received from the customer 
would be placed in the cash drawer and used 
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again in the business, without segregating it in 
any manner, * * * The monies received as a 
result of the redemptions of pledges by custom- 
ers were not placed [883] in any trust account 
but went into and became a part of the general 
funds of the bankrupts.’’ 

“The pledge tickets, pledge property and 
pawn tickets, however, at all times remained in 
the possession and under the control of the 
bankrupts.’’ 

‘A duplicate set of pawn ticket stubs were 
not segregated from the rest of the records of 
the bankrupts.”’ 

‘“That the transaction between the bankrupts 
and Sam Nleinman was an attempt to give Sam 
Kleinman a more favorable position over other 
creditors. ’’ 

“That on February 24, 1939, and for some 
time prior thereto, and continuously thereafter, 
Sam Kleiman had reasonable cause to believe 
and did know that the bankrupts, as co-partners 
and as individuals, were insolvent.’’ [384] 


Counsel for claimant concede that the rule of 


law governing the review of the findings of a Ref- 
eree will be found in certain decisions of our Ninth 
Circuit Court of Appeals, more particularly, in the 
cases of Ott v. Thurston, 76 F. (2d) 368 and Weis- 
stein Bros. v. Laugharn, 84 F. (2d) 419. In the 
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first of the two cases cited, the Court quoted with 
approval the following statement: 

“Tt is the recognized rule of the federal 
courts—and especially in matters of bank- 
ruptey—that on review of the decision of a 
referee, based upon his conclusions on ques- 
tions of fact, the court will not reverse his find- 
ings unless the same are so manifestly errone- 
ous as to invoke the sense of justice of the 
court.’’ (citing cases). 


In the other case cited the court declared it to be 
‘‘the familiar rule that where facts are lti- 
gated before the referee, and where the wit- 
nesses have appeared before him, and a de- 
cision upon the controverted facts had been 
made by him, the court will not ordinarily be 
justified in reversing the finding of the referee 
as to the controverted facts.’’ (citing cases). 

[385 ] 
Supplementng their discussion of the findings at- 
tacked in their opening brief, particularly in reply 
to the arguments presented in the brief filed on be- 
half of the trustee, counsel for claimant assert: 
‘The statement of facts as set forth by the 
trustee presents the evidence only in the light 
most favorable to the trustee and ignores quati- 
fications and modtfications thereof brought out 
on subsequent examination of the witnesses. 
(emphasis ours) The statement of facts as 
presented is incomplete and one-sided, and in 
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a considerable number of material instances is 
contrary to and is not founded upon the evi- 
dence adduced at the hearing of the matter.”’ 


The foregoing quotation we think fairly epito- 
mizes the arguments advanced on behalf of claimant 
in support of their contention to the effect that the 
findings of the referee are not sustained by the 
evidence in the particulars hereinbefore set forth. 

Most of the evidence consists of testimony given 
by the various witnesses, some produced on behalf 
of claimant, and others called on behalf of the trus- 
tee in bankruptcy. ‘To a very considerable extent 
the referee was called upon to resolve conflicts in 
the testimony of some of the witnesses. In other 
instances he was required to pass upon seeming con- 
tradictions im the testimony given at different times 
by the same witness. In addition, it was necessary 
for him to determine what inferences were reason- 
ably warranted in the light of such evidence as he 
found to be true. In all of these instances he was 
naturally passing upon the credibility of the wit- 
nesses. [386] 

Our appraisal of the record, including the facts 
and circumstances heretofore outlined, also keeping 
in mind the knowledge, or at least equivalent no- 
tice, which one, occupying the advantageous posi- 
tion which for nearly four years claimant enjoyed, 
may reasonably be presumed to have had, and also 
the inferences which may properly be drawn from 
the evidence, convinces us that the most that can 
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be fairly urged in support of claimant’s attack upon 
the sufficiency of the findings would be to say that 
the referee would have been justified either in find- 
ing the facts to be as contended for on behalf of 
claimant, or in adopting those most favorable to the 
trustee, so far as they pertain to the issues of se- 
curity and of preference. Granted that one who 
had not heard the witnesses, and thus lacked ade- 
quate opportunity to judge their credibility, might 
have been warranted in drawing inferences con- 
trary to those found by the referee, nevertheless, we 
are persuaded that the rule announced in the previ- 
ously cited cases, decided by our Ninth Cireuit Court 
of Appeals, requires us to sustain the findings per- 
taining to the two issues last mentioned. 

In addition to their attack upon the sufficiency of 
the evidence to sustain certain specific findings, 
counsel for claimant have advanced certain legal 
propositions. These are embraced in the following 
questions, to-wit: 

Did the contract of February 24, 1939, and the 
subsequent agreements between claimant and the 
bankrupts, give to the former a secured claim of 
the character he now seeks to enforce against the 
estate of the bankrupts? 

Did the aforementioned agreements constitute 
voidable preferences? [387] 

Respecting the first of these three questions coun- 


sel for claimant in their opening brief have advanced 
the following points: 
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«Security. 


1. That the agreements between Kleinman 
and the bankrupts provided for a pledge of 
choses in action as collateral for the repayment 
of the loans evidenced by the notes attached to 
Kleinman’s proof of claim on file herein. 

2. That the validity of the foregoing pledge 
agreements is determined by the law of the State 
of California. 

3. That under the Law of the State of Cali- 
fornia the pledge agreements are valid and effec- 
tively created the security for Kleinman’s loans. 

(a) There was no necessity for delivery of 

the choses in action, to wit, the pawn tickets. 

(b) The pawn brokers law of the State of 

California does not deprive a pawn broker 

from assigning pawn tickets in pledge as col- 

Jateral security for his debt. 

4. Under the California Law a pledgee is not 
required to maintain dominion or control over 
the pledge res when the same consists of choses 
in action. 

5. Assuming that dominion and control are 
required to be maintained, nevertheless, where 
the pledgee of choses 1n action reserves or main- 
tains substantial contro] over the pledge res the 
assignnent of the [388] pledge and the pledge 
agreements will be sustained against the trustee 
in bankruptev.”’ 


In their closing brief counsel for claimant as- 


sert: 
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‘“‘The Trustee has consistently fallen into the 
error of assuming that the subject of the pledge 
agreements between Kleinman and the bank- 
rupts was the tangible pawns in the possession 
of the bankrupts. As we have pointed out, how- 
ever, in our opening Brief, page 60ff. and as has 
been maintained at all times herein, the subject 
and the only subject of the pledge agreements 
between the parties were the pawn tickets exe- 
cuted by the bankrupts’ customers evidencing 
their promise to repay loans obtained from the 
bankrupts. This central distinction must at all 
times be borne in mind. It is supported by two 
positive elements : 

(a) The contracts and writings of the 

parties. 

(b) The acts and interpretation of the 

parties.”’ 


Accordingly, the following additional points are 
urged on behalf of claimant: 

‘‘1. Change of possession was unnecessary 
for the reason that the subject of the pledge be- 
tween Kleinman and the bankrupts was choses 
in action, the transfer of which was evidenced 
by writings. 


This is supported by: 
(a) The contracts and writings of the 
parties. 
(b) The acts and interpretation of the 
parties and the apphicable law. 
2. Even if a change of possession of the sub- 
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ject of the pledge was necessary, there was such 
a change of possession. [389] 

3. The documents themselves as executed by 
the parties clearly indicate that there was a pres- 
ent assignment of the pawn tickets therein de- 
scribed. 

(a) To ascertain mtent of the parties to a 

contract, the court will construe all writings 

pertaining to the contract and executed by the 
parties thereto at or about the same time. 

(b) The language used by the parties is suffi- 

cient to and did create a present executed 

transfer by way of pledge. 

4. Under the law and the facts, the pledged 
property, to-wit, the pawn tickets were separa- 
ble, and were separated, from the tangible 
pawns. 

5. It is immaterial to the rights of the parties 
Whether or not the pawnbroker can or cannot 
assign or deliver possession of the pledges, to- 
wit, the tangible pawns. 

6. JXleinman as the pledgee of the choses in 
action, reserved and maintained such substantial 
control over the pledge res as to create a lien 
valid against the Trustee in bankruptcy.”’ 


Counsel for claimant have cited quite a large num- 
ber of caSes 1m support of the proposition that @ 
chose in action may be transferred to secure the pay- 
ment of a note, and that a change of possession of 
such chose in action is not necessary in order to 
render the security effective, but that a written 
assignment thereof is sufficient, and further that the 
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assignee’s control over such security need not be 
absolute and complete, but may be limited and par- 
tial. Many [390] pages of the opening and closing 
briefs have been devoted to a discussion of this 
proposition and to an analysis of the supporting 
eases, and likewise a considerable portion of the oral 
argument has been directed toward the same point. 

Repeatedly we find counsel for claimant insisting, 
‘‘the basic premise of the trustee in his attack upon 
the security transaction between the parties is that 
the subject of the pledge agreements was tangible 
personal property’’; whereas ‘‘the contracts of the 
parties and their acts in respect thereto’’ show that 
‘‘this 1s fundamental error; that the true subject of 
Kleinman’s pledges were the customers’ pawn 
tickets.’’ 

Thus it becomes clear that counsel] for claimant 
recognize that no valid pledge of ‘‘the tangible pawns 
in the possession of the bankrupts’’ could have been 
elven as security for the payment of the notes in- 
volved herein, and also that if the contract of Febru- 
ary 24, 1939 may fairly be construed as designed to 
accomplish that very result then it must be held that 
claimant obtained no secured claim. 

Accordingly the question arises: 

By admitting that under California law a pawn- 
broker is prohibited from pledging ‘‘tangible pawns”’ 
prior to the expiration of the time within which the 
same may be redeemed, and by contending that ‘‘the 
true subject of Kleinman’s pledges were the custom- 
ers’ pawn tickets’’, does claimant thereby concede 
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that he asserts no interest in said ‘‘tangible pawns”’, 
that he has no right to control the disposition of the 
same, and that he is not entitled to have the proceeds 
derived from the sale thereof applied toward the 
payment of said notes? [391] 

In neither of the briefs filed on behalf of claimant 
have we found an unequivocal, affirmative answer to 
this question. The oral argument lkewise gave no 
such answer. 

Counsel for claimant contend, and properly so, 
that we must give heed to the intention of the 
parties; and that in order to ascertain their inten- 
tion the writings of the parties, their acts and the 
interpretation which they have placed upon the 
same, must be taken into consideration. In this con- 
nection counsel have quoted certain portions of the 
contract of February 24, 1939. In addition, counsel 
in their opening brief have directed attention to 
fourteen separate and distinct steps which they con- 
tend were taken by the parties upon the execution 
of the aforementioned contract and pursuant thereto. 
These it is claimed demonstrate clearly and con- 
vineingly that ‘‘the bankrupts did not have un- 
fettered and uncontrolled dominion over the pledge 
res’’, but that on the contrary ‘‘ Kleinman maintained 
close supervision and control over the pawn tickets 
and the proceeds arising therefrom.’’ 

However, in addition to the excerpts quoted by 
counsel, as above mentioned, there is still another 
provision in this contract which has received virtu- 
ally no consideration either in the briefs or the oral 
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argument, namely, Paragraph Seventh of said agree- 
ment. This provision reads as follows: 

“Seventh: First parties do hereby agree to 
retain in their possession every article pledged 
and pawned to them in respect to and by virtue 
of the foregoing pawn tickets, and to deliver 
them to the owners thereof, or assignees of said 
owners, only upon redemption of said pawn 
tickets by the payment of the same as provided 
in Section 3 of the Statutes of California, 1935, 
page 1613; and after the [392] expiration of the 
time limited by the terms of said Paragraph 3 
of said Act, first parties shall hold any such 
articles so pledged and pawned for the benefit 
of and to the order of second party.”’ 


Examined in the hght of the restrictions sought 
to be imposed by the terms and conditions set forth 
in the provision last quoted, the acts and conduct of 
the parties, not merely those referred to in the above 
mentioned fourteen separate and distinct steps, but 
also those disclosed by the balance of the evidence, 
clearly demonstrate that the parties to said contract 
considered that the ‘‘customers’ pawn tickets’’ as 
distinguished from the ‘‘tangible pawns’’ that is to 
say, that these so-called choses in action, if separated 
from and deprived of the security represented by 
the ‘‘tangible pawns’’, had virtually no value. Ac- 
cordingly, as shown by the evidence, claimant under- 
took through various devices to effectuate not merely 
the segregation and identification of some 1200 pawn 
tickets, but also the segregation and identification of 
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the corresponding ‘‘tangible pawns’’, which alone 
gave these choses in action whatever value they pos- 
sessed as security for the payment of the notes held 
by him. All of this was designed to deprive the bank- 
rupts of all real control over such ‘‘tangible pawns”’, 
and to transfer the same to claimant, and thereby 
bring about the surrender, and in effect, the pledge 
of such ‘‘tangible pawns’”’ to the latter. 

Obviously claimant never has been willing, and m 
this proceeding has not offered, to allow the proceeds 
from the sales of these ‘‘tangible pawns”’ to be dis- 
posed of on the basis that he has no lien thereon, and 
has never acquired any primary claim thereto. [393] 

Thus it becomes clear that through the instruments 
executed by claimant and the bankrupts, and by the 
acts and conduct of the parties, the former under- 
took to secure a pledge lien upon the ‘‘tangible 
pawns’’, and thereby accomplish indirectly that 
which the law forbade the bankrupts as pawnbrokers 
from doing directly. 

However, in order to have made this plan legally 
enforceable, even assuming that the prohibition of 
the Pawnbroker’s Act could have been disregarded, 
it still would have been necessary for the bankrupts 
to have surrendered possession and control over the 
‘tangible pawns’’. Such relinquishment of posses- 
sion and control, as all parties concede, never took 
place. It follows, therefore, that claimant never ac- 
quired a secured claim against the estate of the 
bankrupts. 

We shall now direct our attention to the question 
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as to whether the contract of February 24, 1939, and 
the subsequent agreements executed between claim- 
ant and the bankrupts, constitute voidable pref- 
erences. 

As heretofore noted, about December, 1938, or 
January, 1939, a chain of events was set in motion, 
leading to the execution, on February 24, 1939, cf a 
contract and other documents by claimant and the 
bankrupts. According to claimant, through the ex- 
ecution of these documents a radical change in the 
business relations between the bankrupts and him- 
self took place, and thereby he obtained security for 
the repayment, not only of the indebtedness then 
owing to him by the bankrupts, but also of sub- 
sequent loans. All parties virtually concede that the 
execution of these instruments and the conduct of 
the claimant and the bankrupts relative thereto may 
be regarded as the cause for the litigation involved 
in this review. [394] 

The claimant would have it appear that this extra- 
ordinary change in the relations between the bank- 
rupts and himself resulted from the simple and inno- 
cent circumstances that in December, 1938 he told 
the bankrupts that he desired to leave their employ 
because of ill health and therefore he must be given 
security for the repayment of their indebtedness to 
him. The record, however, discloses other facts and 
circumstances which lend quite a different color to 
the events which ultimately took place. 

At the time of the commencement of the within 
proceedings and for approximately one year prior 
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thereto, the bankrupts had become hopelessly in- 
solvent. About the end of the year 1938 claimant’s 
salary was reduced. For more than three years he 
had had considerable to do with the sale of merchan- 
dise at the bankrupts’ Hill Street establishment, and 
it is reasonable to infer that by the end of the latter 
year he had become aware that the volume of met- 
chandise being offered for sale had decreased to a 
rather serious extent. 

Even according to claimant’s own version, approxi- 
mately two months had elapsed between the time 
when he first demanded security and the date when 
the negotiations were concluded, by the execution of 
the documents upon which he now relies as the basis 
for his contention that his claim should be allowed 
as a secured one. Doubtless virtually anv kind of 
security would have been acceptable to him, just so 
the value had been adequate. Likewise, it would ap- 
pear, so far as the record discloses, that the bank- 
rupts did not indicate that they had any particular 
assets which they could use for the purpose of secur- 
ing the indebtedness they owed him. 

In faet, it was not the bankrupts, but the claimant, 
who suggested that pledges or pawned articles then 
held by the [395] former be given as such security. 
This the bankrupts refused to do, upon the ground 
that it was prohibited by the laws of California. 
Furthermore, one may justifiably infer that the 
claimant regarded the conditions then prevailing to 
be so alarming as to lead him to seck legal advice, and 
to bring an attorney (his son-in-law) from San 
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Francisco to represent him in the negotiations which 
ultimately led to the execution of said contract of 
February 24, 1939, and the other documents executed 
in connection therewith. Furthermore, it would ap- 
pear that it was claimant’s attorney who advised 
that the objection to the effect that California law, 
prohibiting a pawnbroker relinquishing articles 
pawned by him, could be overcome in a manner that 
would nevertheless place the claimant in control of 
such pawned articles. 

Upon examining this contract of February 24, 
1939, we find among its provisions several significant 
and important disclosures. For example, it is therein 
admitted that, out of a total of nearly $100,000 then 
owing and past due to claimant, more than $73,000 
had been in default for over two years, also that a 
further indebtedness of $19,000 had been past due 
for nearly a year, also that on so small an item as a 
note for $2450, not only had the principal been de- 
linquent since 1936, but there also remained unpaid 
interest thereon amounting to $486.00, and that, in 
addition, on two other smaller items, namely, two 
notes totalling $620.00, default in the payment of 
the principal had existed since 1936, and there was 
past due interest thereon in the sum of $123.00. 

Likewise, it appears that whereas prior to 1939 
claimant had been willing to loan to the bankrupts 
various sums, ranging from $100.00 to $15,000 at a 
time upon their mere [OU’s, this practice virtually 
came to a termination about [396] the time of the 
execution of the contract on February 24, 1939. 
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In the light of the facts and conditions herein- 
before outlined, the testimony given on behalf of 
claimant, whereby he sought to give a simple and 
innocent explanation for the abrupt and extraordi- 
nary change which he undertook to effectuate in his 
financial relations with the bankrupts—a change 
which apparently required negotiations extending 
over a period of a month or longer with the aid of 
legal counsel—indeed challenges one’s credulity. 

In the course of an opinion rendered in a Gase re- 
cently decided by the United States Supreme Court, 
Mr. Justice Frankfurter pointedly observed: ‘‘It is 
a commonplace in the administration of criminal 
justice that the actualities of a long trial are too 
often given a meretricious appearance on appeal; 
the perspective of a living trial is lost in the search 
for error in a dead record.”’ 

As previously noted the record upon this review 
is quite voluminous. It bears the earmarks of a long 
trial. The lengthy briefs and rather extended oral 
argument cause one to wonder whether or not ‘‘the 
perspective of the living trial’’ has been ‘‘lost in the 
search for error in a dead record.’’ P 

We are persuaded that upon the issue of prefer- 
ence the record justifies the findings of the Referee. 
We further conclude that the contract of February 
24, 1939, and those executed subsequently between 
the bankrupts and claimant, constitute voidable pref- 
erences. [397] 


[Endorsed]: Filed Feb. 6, 1942. [401] 
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[Title of District Court and Cause. ] 


ORDER OF JUDGE ON PETITION FOR 
REVIEW OF REFEREE’S ORDER. 


The petition for review of Sam Kleinman filed 
herein on the 13th day of February, 1941, came on 
for hearing before Honorable Harry A. Hollzer, 
Judge Presiding, on the 18th day of July, 1941, and 
having been concluded on the 22nd day of July, 1941, 
Messrs. Isaac Pacht, Eugene L. Wolver, Edward 
Dienstag, Louis Miller and Theodore A. Horn ap- 
pearing as Attorneys for claimant, Sam Kleinman, 
and Frank C. Weller and Murray M. Chotiner ap- 
pearing as Attorneys for Paul W. Sampsell, Trustee 
herein, and the Court having heard the arguments 
of counsel for the respective parties, and having 
considered the evidence and all of the proceedings 
had before the Referee and the authorities submitted 
by the respective counsel, and having filed herein its 
Memorandum of Conclusions dated February 6, 1942, 
and its Minute Order dated May 20, 1942, and it 
appearing to be the proper case for such an order; 

It Is Hereby Ordered that each and all of the Ref- 
eree’s report, findings and conclusions in this matter 
be, and the same hereby are approved and adopted, 
except that portion thereof that finds and adjudges 
that said claimant received usurious interest, and 
that such excepted portion of the said report, find- 
ings and conclusions of the Referee ts hereby rejected 
and set aside; and [403] 

It Is Further Ordered, Adjwdged and Decreed that 
the said claim of Sam Kleinman be, and the same is 


re 
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hereby allowed as a general unsecured claim in the 
sum of $109,545.73 and a prior labor claim in the sum 
of $75.81, and that the claims of the trustee of set- 
offs for alleged usurious interest, are hereby dis- 
allowed ; and 

It Is Further Ordered that this matter be, and the 
same is hereby remanded to the Referee with instruc- 
tions to modify his said Order in conformity here- 
with. 


Dated: June 8, 1942. 
H. A. HOLLZER 
District Judge. 
Approved as to Form: 
ISAAC PACHT, EUGENE L. 
WOLVER, EDWARD DIEN- 
STAG, LOUIS MILLER and 
THEODORE A. HORN 
June 3/42. 
By ISAAC PACHT 
Attorneys for Claimant. 


[Endorsed]: Filed Jun. 8, 1942. [404] 
[Title of District Court and Cause. ] 
NOTICE OF ENTRY OF ORDER 


To Claimant, Sam Kleinman, and 
To Isaae Pacht. Eugene L. Wolver, Edward 
Dienstag, et al., His Attorneys: 
You, and each of you will please take notice that 


pursuant to the Minute Order entered by Judge 
Harry A. Hollzer in the above entitled matter on the 
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20th day of May, 1942, the said Court signed and filed 
an Order entitled: ‘‘Order of Judge on Petition for 
Review of Referee’s Order’’ under date of June 8, 
1942. 


Dated June 16, 1942. 
FRANK C. WELLER 
MURRAY M. CHOTINER 
Attorneys for ‘Trustee. 
Back cover: 
Service of the within Notice of Entry of Order is 
hereby admitted this 18th day of June, 1942. 
EDWARD DIENSTAG, et al., 
By ISAAC PACHT 
Attorneys for Sam Kleinman. 


[Endorsed]: Filed Jun. 19, 1942. [405] 


[Title of District Court and Cause. ] 
NOTICE OF APPEAL 


To the Above Entitled Court and to the Clerk There- 
of and to Paul W. Sampsell, Trustee in Bank- 
ruptey in the Above Captioned Matter: 


Notice Is Hereby Given that Sam Kleinman, 
Claimant in the above entitled case, hereby appeals 
to the Circuit Court of Appeals, for the Ninth Cir- 
cuit, from the whole of the Order of this Court made 
and entered June 8, 1942, excepting that portion of 
said Order which rejects and sets aside the report, 
findings and conclusions of the referee, that said 
Claimant received usurious interest. 
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That the amount involved in this appeal and the 
value of the property affected by the Orders of the 
said Referee and said District Court, and each of 
them, is more than Five Hundred ($500.00) Dollars. 


Dated: July 8, 1942. 
EDWARD DIENSTAG, THEO- 
DORE A. HORN and LOUIS 
MILLER 
By EDWARD DIENSTAG [406] 
Attorneys for Claimant and Appellant. Address: 
110 Sutter Street, San Francisco, Calif. 


Names and addresses of the Attorneys for the 
Appellee, 
Paul W. Sampsell, 
Trustee of the Estate of the above named 
bankrupts are: 
Frank C. Weller 
817 Board of Trade Building 
111 West 7th 
Los Angeles, California. 
Murray M. Chotiner 
508 James Oviatt Building 
617 South Olive 
Los Angeles, California 


[indorsed]: Filed Jul. 8, 1942. [407] 
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[Title of District Court and Cause. ] 


STATEMENT OF POINTS UPON WHICH AP- 
PHELLANT INTENDS TO RELY ON AP- 
PEAL, PURSUANT TO RULE 75d, FED- 
ERAL RULES OF CIVIL PROCEDURE. 


Now Comes Sam Kleinman, Claimant in the above 
entitled matter, appellant herein, and pursuant to 
Rule 75d of the Federal Rules of Civil Procedure, 
sets forth the statement of the points upon which 
appellant intends to rely on appeal as follows: 

(1) That the evidence does not support that 
portion of the Order and Decree of the District 
Court, dated and filed June 8, 1942, which adjudges 
the claim of the claimant and appellant herein to be 
an unsecured claim. 

(2) That the District Court erred in making 
that portion of its Order, dated June 8, 1942, adopt- 
ing and approving the following Findings of Fact 
of the Referee, for the reason that the same are 
against the law and not supported by the evidence: 

(a) That on February 24, 1939, and for 
some time prior thereto, and continuously there- 
after, Sam Kleinman had reasonable cause to 
believe, and did know, that the bankrupts, as 
co-partners, and as individuals, were insolvent. 

(b) The pledge agreements, pledge property 
and pawn tickets remained in the possessicn 
and under the control of the bankrupts. [409] 

(c) That the money received from the cus- 
tomer would be placed in the cash drawer and 
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used again in the business of the bankrupts, 
without segregating it In any manner. 

(d) ‘The moneys received as a result of the 
redemption of pledges by customers became a 
part of the general funds of the bankrupts, and 
that Sam Kleinman had full knowledge of this 
procedure and acquiesced to it. 

(ec) There never was a transfer of the pawn 
tickets or pledges, and that all of the property 
and assets at all times remained in the exclusive 
possession and control of the bankrupts, and 
that Sam Kleinman did not exercise any do- 
minion or control over the pledges or the pledge 
ticket stubs, except as an employee of the bank- 
rupts. 

(f) That the bankrupts at all times had ex- 
clusive dominion and control of the pledge 
ticket stubs and pledges, and that there was not 
any difference in the handling of the pledges or 
pledge tickets after they were assigned to Sam 
Kleinman for security than there was before 
that time. 

(g) That the transfer of the pledges and 
pledge ticket stubs from the bankrupts to Sam 
Ixleinman was a fiction, and that no actual 
transfer ever took place. 

(h) ‘That the transaction between the bank- 
rupts and Sam Kleinman was an attempt to 
give Sam Kleinman a more favorable position 
over other creditors. 

(i) That the checks executed by Sam Klein- 
man’s daughter, Jeanette Dienstag, and deliv- 
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ered to the Bankrupts in respect to new notes 
and contracts, was a [410] subterfuge, as the 
sums of money indicated were not actually paid 
to the bankrupts. 

(j) That the claimant knew that in 1936 
and 1937 there was sufficient money to make 
loans, and that after that time he knew there 
was not sufficient money to make all loans re- 
quested by customers; and that he also knew 
that many large loans were refused because 
the bankrupts were short of capital. 

(k) That a duplicate set of pawn ticket 
stubs were not segregated from the rest of the 
records of the bankrupts. 


(3) That the District Court erred in approving 
and adopting the following Conclusion of Law of 
the Referee: 

That the assignment of pledge tickets and 
pledges from the bankrupts to Sam Kleinman 
Was void as against creditors of the bankrupts 
and as against the T’rustee in bankruptcy. 


(4) That portion of The Order of The Judge 
on Petition for Review of Referee’s Order dated 
June 8, 1942, which adjudges and decrees that the 
claim of Sain Kleinman is a general unsecured 
claun and not a secured claim, is contrary to the 
law and is not supported by the evidence. 

(5) That the District Court erred in making 
its order adjudging and decreeing that the said 
claim of Sam Kleinman is a general unsecured 
claim (rather than a secured claim). 
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(6) That the District Court erred in failing 
to find that the claim of Sam Kleinman was a se- 
cured claim in the sum of $108,350.00, plus interest 
accrued at the date of the proof of claim, 1. e., the 
14th day of February, 1940, together with interest 
at the rate of 10% from and after said 14th day 
of February, 1940. [411] 

(7) That the District Court erred in failing to 
find that the claimant was entitled to reasonable 
Attorneys’ fees in this matter by virtue of his 
security agreement. 

(8) That the District Court erred in failing to 
find that the claimant was a general unsecured 
creditor in the sum of $574.19. 


Dated: July 8, 1942. 
EDWARD DIENSTAG, THEO- 
DORE A. HORN and LOUIS 
MILLER. 
By EDWARD DIENSTAG, 
Attorney for Sam Kleinman, 
Claimant and Appellant. 
Receipt of a copy of the within Statement of 
Points is hereby admitted this ........................ day of 
July, 1982. 


Attorneys for Paul W. Samp- 
sell, Trustee in Bankruptey 
and Appellee. 


[Isndorsed]: Filed Jul. 8, 1942. [412] 
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[Title of District Court and Cause. ] 


DESIGNATION BY APPELLANT OF CONK- 
TENTS OF RECORD ON APPEAL 


To the Clerk of the Above Entitled Court: 

Sam Kleinman, the Claimant in the above entitled 
matter, respectfully requests that the following por- 
tions of the record, proceedings and evidence be in- 
eluded and contained in the record on appeal, to- 
wit: 

J]. Reporter’s Transcript of Testimony and Pro- 
ecedings Adduced at Hearing of Objections by Trus- 
tee to Claim of Sam Kleinman, Volumes I, II and 
se 

2. Notice of Entry of Order, dated June 16th, 
1942. 

3. Order of Judge on Petition for Review of 
Referee’s Order, dated June 8th, 1942. 

4. Minute Order, Judge Hollzer’s Calendar, May 
20th, 1942. 

o. Minute Order, Judge Hollzer’s Calendar, Feb- 
ruary 6th, 1942. 

6. Memorandum of Conclusions, Judge Hollzer, 
February 6th, 1942. 

7. Referee’s Certificate on Petition for Review 
by Sam Kleinman, dated February 27th, 1941. 

8. Petition for Review of Referee’s Order, filed 
by the Claimant in the above entitled Court Febru- 
ary 13th, 1941. [417] 

9. Order and Decree of the Referee in Bank- 
ruptey, dated January 17th, 1941, made after the 
hearing of the Trustee’s Objections to the Claim 
of Sam Kleinman. 
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10. Findings of Fact and Conclusions of Law 
of the Referee in Bankruptcy, dated January 17th, 
1941 and made upon determination of the hearing of 
the Trustee’s Objections to the Claim of Sam Klein- 
man. 

11. ‘Trustee’s Objections to the Claim of Sam 
Kleinman, Objections to Right of Security there- 
under and Set-offs to said Claim, dated May 23rd, 
1940. 

#2 Proof of Claim of Sam Kleininan, mled=m 
the above entitled matter before the Referee in 
Bankruptcy on February 16th, 1940. 

13. Trustee’s Exhibit Number 4, Agreement 
dated February 24th, 1939. 

14. Trustee’s Exhibit Number 5, Contract dated 
March 2nd, 1939. 

15. Trustee’s Exhibit Number 6, Contract dated 
Mate 22nd, 1939. 

16. WKleinman’s Exhibit Number 1, Pawn Ticket. 

1¥. WKlemman’s Exhibit Number 3, Memoran- 
dum of Redemptions. 

18. Kleinman’s Exhibit Number 4, Copy of Con- 
tract of February 24th, 1939. 

19. Kleinman’s Exhibit Number 5, Ledger Sheet. 

20. WKleinman’s Exhibit Number 6, Book of 
Pledges. 

21. Kleinman’s Exhibit Number 7, Inventory 
Sheet. 

22. Kleinman’s Exhibit Number 8, Five pages 
of Pledge Numbers. 

23. Reporter’s Transcript of Excerpts from Pro- 
ceedings on Hearing Arguments on Certificate on 
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Petition of Sam Kleinman for Review of Referee’s 
Order of January 17th, 1941 [418] and dated July 
18th, 1941, consisting of pages numbered 1 to 12, 
inclusive, on file in this action. 

24. Reporter’s Transcript of Excerpts from 
Proceedings on Argument on Petition of Sam 
Kleinman for Review of Referee’s Order of Janu- 
ary 17th, 1941 and dated July 21st, 1941, consist- 
ing of pages numbered 1 to 238, inclusive, on file 
in this action. 

25. Notice of Appeal. 

26. Statement of Points upon which Appellant 
intends to rely on appeal. 

27. This designation cf Contents of Record on 
Appeal. 


Dated July 8, 1942. 
EDWARD DIENSTAG, 
THEODORE A. HORN and 
LOUIS MILLER. 
By EDWARD DIENSTAG, 
Attorneys for Sam Kleinman, 
Claimant. 
Address: 110 Sutter Strect, 
San Francisco, California. 
Received copy of the within Designation by Ap- 
pellant of Contents of Record on Appeal and sery- 
ice 18 hereby admitted this ................ day of July, 
1942. | . 


Attorneys for Trustee. 
[indorsed]: Filed Jul. 8, 1942. [419] 
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[Title of District Court and Cause. ] 


SUPPLEMENTAL DESIGNATION BY AP- 
PELLANT OF CONTENTS OF RECORD 
ON APPEAL. 

To the Clerk of the Above Entitled Court: 

Sam Kleinman, the Claimant in the above enti- 
tled matter, respectfully requests that the follow- 
ing portions of the record, proceedings and evidence 
be included and contained in the record on appeal, 
in addition to the portions of the said record and 
proceedings heretofore designated by the claimant, 
to-wit: 

A. The Petition in Bankruptcy of the above 
named bankrupts (not including the schedules). 

B. Adjudication of bankruptcy of the above 
named bankrupts. 

C. This Supplemental Designation of Contents 
of Record on Appeal. 


Dated: July 17, 1942. 
EDWARD DIENSTAG, 
THEODORE A. HORN and 
LOUIS MILLER, 
By EDWARD DIENSTAG, 
Attorneys for Sam Kleinman, 
Claimant. 
Address 110 Sutter Street, 
San Francisco, California. 
Copy mailed to attorneys for appellee Jul. 17, 
1942. 


[Endorsed]: Filed Jul. 18, 1942. [420] 
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[Title of District Court and Cause. ] 
CERTIFICATE OF CLERK 


JT, Edmund L. Smith, Clerk of the District Court 
of the United States for the Southern District of 
California, do hereby certify that the foregoing 
pages numbered from 1 to 422, inclusive, contain 
full, true and correct copies of Petition for Ar- 
rangements under Chapter Eleven of the Federal 
Bankruptcy Act; Adjudication of Bankruptcy; 
Stipulation filed Aug. 12, 1942; Order filed Aug. 
12, 1942; Proof of Claim of Sam Kleinman and 
Notes and Agreements attached thereto; Objections 
to Claim of Sam Kleinman, objections to right of 
security thereunder and set-offs to said claim; Find- 
ings of Fact and Conelusions of Law; Order and 
Decree; Petition for Review of Referee’s Order; 
Referee’s Certificate on Petition for Review by 
Sam J<leinman; Trustee’s Exhibit No. 4; Klein- 
man’s Exhibit No. 4; Minute Order of Februaiy 
6, 1942; Memorandum of Conclusions of February 
6, 1942; Minute Order of May 20, 1942; Order of 
Judge on Petition for Review of Referee’s Order; 
Notice of Entry of Order; Notice of Appeal; Stav 
Order; Statement of Points upon which Appellant 
Intends to Rely on Appeal; Cost Bond on Appeal; 
Stipulation and Order re Original Exhibits; Des- 
ignation by Appellant of Contents of Record on 
Appeal; and Supplemental Designation by Appel- 
lant of Contents of Record on Appeal, which, to- 
gether with the Original Kleinman’s Exhibits 1, 3, 
0, 6, 7 and 8, the Original Reporter’s vanscripts 
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of Excerpts on Hearings on July 18, 1941 and July 
21, 1941 and three volumes of copies of Reporter’s 
Transcript of Testimony and Proceedings adduced 
at Hearing of Objections by Trustee to Claim of 
Sam Kleinman transmitted herewith constitute the 
record on appeal to the United States Circuit Court 
of Appeals for the Ninth Circuit. 

I do further certify that the fees of the clerk 
for comparing, correcting and certifying the fore- 
going record amount to $77.25 which amount has 
been paid to me by appellant. 

Witness my hand and the seal of the said Dis- 
trict Court this 31 day of August, A. D. 1942. 

[Seal] EDMUND L. SMITH, 

Clerk. 
By THEODORE HOCKE, 
Deputy Clerk. 
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[Title of District Court and Cause. ] 


REPORTER’S TRANSCRIPT OF TESTIMONY 

AND PROCEEDINGS ADDUCED AT 
HEARING OF OBJECTIONS BY TRUS- 
TEE TO CLAIM OF SAM KLEINMAN 


Appearances: 


For the Trustee: 
Frank C. Weller, Esq., 
Hubert F. Laugharn, Esq., and 
Murray M. Chotiner, Esq. 


For the Claimant: 
Edward B. Dienstag, Esq., 
Eugene L. Wolver, Esq., 
Theodore A. Horn, Esq., and 
Louis Miller, Esq. 


Los Angeles, California 
August 21st, 22nd, 23rd, 26th, 27th and 28th, 1940. 
Li 
TESTIMONY 

The Referee: Is there any dispute on the part 
of the Trustee that, as to the amount which is 
here claimed—what is it that is claimed? It is 

claimed $127,501.61. Is that amount disputed? 
My. Chotiner: We are starting with their claim, 
your Honor, as to the amount claimed by them; 
in other words, we are not contending that the 
principal amounts set forth in their claim were 
never loaned or advanced to Zemansky [18] Broth- 


*Page numbering appearing at top of page of original Reporter's 
Transcript. 
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ers; so we are starting with that figure. There 
is no dispute as to the figures set forth as claimed 
by them in these various agreements that are at- 
tached to and made a part of their claim. [19] 

The Referee: Now, then, the Trustee claims that 
after February 24, 1939, the claimant paid to Ze- 
manskvs the amount listed at the top of page 9, 
totaling $74,130; is that correct? 

Mir. Wolver: Those are the amounts that were 
paid to Kteinman. 

Mr. Lawgharn: This is the way oto put ai, I 
clink. ‘That the $100,000 transaction was agam 
reformed, that is, subsequent thereto, and on the 
date set forth the bankrupt and the .said Sam 
ixleinman entered into a series of agreements [44] 
bearing dates as set forth hereinafter. Now, cop- 
les of those agreements, I think, are all attached 
to the claim. All the said agreements being in 
the same form and terms, which said agreements 
were intended to be evidence of a portion of the 
sald $100,000 obligation (20 $5,000 notes). Now, the 
total of those figures of substitution is $74,130. Now, 
that left out of the $100,000, of course $25,870, upon 
which there was no substitution. Those two figures 
make the £100,000. [45] 

Mr. Laugharn: Our contention is this, that on 
February 24, 1939, there was $100,000 owed by Ze- 
mansky Brothers to Sam Kleinman. That is con- 
ceded by counsel for Sam Kleinman. Then subse- 
quent to February 24, 1939, new notes and new 
agreements, as set forth in the schedule, totaling 
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$74,130 were substituted, as we term it, and coun- 
sel for Sam Kleinman claim Zemansky was entitled 
to a credit, although it was not a payment by cash; 
that those agreements and notes totaling $74,130 
were substituted in place of a series of various 
$5,000 notes which had been executed on February 
24, 1939. [48] 


R. D. HOLDREGE 


resumes the witness stand. 

Mr. Laugharn: There are two matters we would 
like to bring out as a correction or an amendment to 
the Trustee’s position as put forward before the 
Court this morning. The items are concerned 1: 
the $5,950 account. 

The Referee: Yes. 

Mr. Laugharn: Set up in paragraph 7, page 12. 

@. J will ask you, during the noon hour, did you 
talk to Mr. Young and also go over the record? 

eee ee Sect, 

@. And what have you found in connection with 
this item of $5,950? 

A. Payments were made apparently by Mr. 
Kleinman. 

Q. Lt want to make sure that you have the thing 
in mind that I am referring to first. You said there 
were in the claim three amounts that you could not 
find any evidence of on the books ? 

2 hates. 

Q. But you did find evidence of all of the others 
[60] except those you enumerated ? 
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(Testimony of R. D. Holdrege.) 

A. No, those others were not on the books. They 
were merely new notes that were given. 

Q. There are three of them you said you did not 
find any record of? A. Yes. 

Q. During the noon hour you have looked at the 
books, haven’t you? A. Yes sir. 

Q. Did you find any record of any of those 
items ? A. Two of them. 

@. Which two? 

A. The item of, I think the loan is dated Mav 
2nd, but it does not appear in the cash book until 
May 8th, $1200. 

@. You are referring to an entry in the cash 
book? 

A. Yes; this cash book of May 8, 1939. It shows 
$1200, Sam Kleinman. | 

Q. That book you refer to as the cash book is 
the book in which the receipts of money was en- 


tered ? A. Or debited. 
Q. That is a debit? A. ‘That is a debit. 
Q. Of $1200? A. That is correct. 


Q. That is the item that you stated this morning 
you [61] had no record of being received by the 
Zemanskys ? A. That is correct. 

Q. Now, what other items? 

A. On May 13th, there is $1,000 that was re- 
ceived from Sam Kleinman. 

Q. ‘That is in the same book, is it? 

A. Yes sir. Now, the only other item which I 
haven’t found m the book 
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(Testimony of R. D. Holdrege. ) 

Q. That leaves one item out of those three that 
made up the $5,950? — A. That is correct. 

Q. Does it not? A. Yessir. 

Q. What is that item you haven’t been able to 
find ? A. $3,750, I believe, on June 2nd. [62] 


SOL ZEMANSKY 


having been first duly sworn, testified as follows: 
The Referee: You are Sol Zemansky ? 
The Witness: That is right 
The Referee: Proceed. 


Direct Examination 


By Mr. Chotiner: 

Q. You are one of the bankrupts in this matter, 
is that correct ? Ae ame (ow 

Mr. Chotiner: Mr. Zemansky, directing your at- 
tention to 1933, did Zemansky Brothers borrow any 
money from Sam Kleinman? 

A. I believe in that period of time we had bor- 
rowed some money from him. I am not certain as to 
the date. [68] 

Q. By Mr. Chotiner: Do you know what rate of 
interest was paid to Mr. Kleinman on the money 
that he loaned to Zemansky Brothers ? 

A. I believe it was 12 per cent. | 

Q. By Mr. Chotiner: Did Mr. Sam Kleinman 


ever become [69] an employee of the Provident 
Loan Association ? 
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(Testimony of Sol Zemansky. ) 

A. Yes, he was an employee. 

Q. When was it that he first became employed 
by the Provident Loan Association, approximately ? 

A. JI think it was around 1935. 

Q. What were his duties when he first became 
an employee? 

A. He was to dispose of the merchandise. 

Q@. You say he was to dispose of the merchan- 
dise. Will you tell the Court just what that en- 
tailed? 

A. That entailed the disposition of the expired 
pledges, which were turned over to him, and he was 
employed to sell them. 

@. What was done with the proceeds, that 
money ? 

A. It was turned over to the Provident. 

Q. ‘To the Provident. What salary did you pay 
Mr. Kleinman when he was employed by you? 

A. $75 a week, and then he received one per cent 
on each sale. 

Q. During the time that he was employed, did 
he have any other duties besides selling jewelry 
that was received as the result of any unredeemed 
purchase ? 

A. Originally he did not, but later on he used 
to assist in the loan department. 

Q@. When was it that he started to assist in the 
loan department? [70] 


A. Well, I should judge sometime around about 
1937, 1936 or 737. 
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(Testimony of Sol Zemansky.) 

Q. Was there any reason as to why he started 
to assist in the loan department at that time? 

A. No particular reason. 

Q. Well, was he busily engaged full time in dis- 
posing of merchandise? 

A. No, he was not fully engaged. 

Q. Then, as a matter of fact, Mr. Zemansky, is 
this true, that he started to assist in the loan de- 
partment when the disposition of jewelry as a result 
of unredeemed purchases became rather slack so 
that was not taking up enough of his time; 1s that 
correct ? 

Mr. Wolver: That is objected to as being leading 
and suggestive, and assuming facts not 1n evidence. 

The Referee: Overruled. 

Q. By Mr. Chotiner: Is that true? 

A. Yes. 

Q. Now, during 19388 and 1939, was Mr. Klein- 
man’s time devoted mostly to the disposition of 
jewelry or acting as a loan clerk? 

Mr. Wolver: That is objected to, your Honor, 
he said he assisted in the loan department, and now 
we have him as a loan clerk. 

The Referee: Overruled. 

The Witness: What was the question? [71] 

(Question read. ) 


A. It was equally divided. 
Q. By Mr. Chotiner: In 1938 and 1939? 
A. Yes. [72] 
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Q. And Mr. Kleinman, when he would be busy 
in making loans there, and acting as a loan clerk, 
would appraise the jewelry and then go to the cash 
drawer for the purpose of withdrawing sufficient 
money in order to make the loan, is that correct? 

A, Yessir 

@. And were there occasions when there was 
not sufficient money in the cash drawer to make 
the loan? An  Nesep7sy 

Q. By Mr. Chotiner: Directing your attention 
to the latter part of 1938 or the 1st of January, 
1939, was there any discussion between you and 
Mr. Kleinman regarding Mr. Kleinman terminat- 
ing his association with the Provident Loan Asso- 
ciation ? 

A. I believe at one time during that period that 
he said he wanted to leave. I asked him why and he 
said 


Q. Was there a conversation in regard to that 
subject ? 

A. He said he wanted to go away and rest up, 
take sort of a vacation for a while. [74] 

Q. Did be ask for his money at that time ? 

A. I believe he said he wanted, if I remember 
the conversation, he wanted to leave and he desired 
to have his money secured while he was away. 

@. Did he ask for his money, for payment? 

A. I don’t recall that. 

Q. Mr. Kleinman was up at the Provident Loan 
Association every day, wasn’t he? 
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A. Yes. [75] 

A. He said he wanted to leave and he did ask 
something about his money, but I don’t know 
whether he asked for it, | know it was a conversa- 
tion about money. 

Q. In other words, he did ask for some of the 
money, is that correct ? A. Yes. 

Q. What did you tell him then? 

A. JI told him I was unable to give it to him at 
the time. 

Mr. Wolver: The witness says, ‘‘I don’t recall 
the conversation,’’ and counsel follows it with a 
question which I submit to the Court 1s an improper 
question, ‘‘He did then ask for some of his money,”’ 
which question assumes a fact which the witness has 
not testified to, and by a leading question he elicits 
the answer ‘‘ Yes.’’ 

The Referee: Overruled. Proceed. 

@. This is at the time when you said, around 
the first of 1939, or the end of 1938, that there was 
a discussion regarding Mr. Kleinman leaving the 
Provident Loan [76] Association. 

A. I believe at that time is when he asked if I 
would secure him for the loan. 
~ @. When was it that he asked you, if he ever 
did, for payment of any part of the money that 
was owing to him ? 

A. About that same period. 

Q. That was the time that this conversation took 
place which you just related here, is that correct? 
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A. Yes. 

Q. What did Mr. Kleinman say to you, if any- 
thing, after you told him you could not pay him any 
money ? 

A. I believe that was the time he mentioned giv- 
ing him the loans. 

Q. About giving him what? A. The loans. 

Q. What do you mean by saying ‘‘about giving 
him the Joans’’? 

A. ‘Turning the loans over to him for the amount 
of money that we owed him. 

Q. By ‘the loans,’’ you mean loans that had 
been made to customers who had come into the place, 
is that right? A. That is correct. [77] 

Q. During the several conversations, in which 
the subject matter was discussed, did Mr. Klein- 
man also discuss with you the matter of his receiv- 
ing any payment on account of the obligation ? 

A. No, I don’t believe there was. 

Q. Had you discussed with Mr. Kleinman the 
matter of the money that was owing to the Simons’ 
Lunch Room and Robert J. Gans at any time? [78] 

mm J ean’t tecall. 

Q. Mr. Zemansky, did you ever talk over your 
financial condition with Mr. Kleinman, regarding 
the money that was owing to various ereditors 2 

A. No, I don’t believe I did. 

@. Was the subject of the Simons’ Lunch Room 
and the Robert J. Gans matter ever discussed with 
Mr. Klemman prior to your giving him the se- 
curity ? A. I can’t reeall. 
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Q. As a matter of fact, didn’t you send Mr. 
Kleinman over to talk with the Simons people or 
Robert Gans regarding their accounts ? 

A. That was after our transaction with Mr. 
Kleinman. 

Q. That was after the security transaction, 1s 
that correct ? Ay Wat seat lar. 

Q@. Was there ever any discussion with Mr. 
Kleinman prior to the security transaction as to the 
amount of money that was owing by you? 

A. I don’t recall. 

Q. Well, Mr. Kleinman knew that the Provident 
Loan Association was short of money insofar as 
making loans was concerned, didn’t he? 

Mr. Wolver: That is objected to as calling for 
the conclusion of the witness. 

The Referee: Overruled. [79] 

A. Being in the loan department, he had access 
to the cash drawer and he would know whether we 
were short of money or not. 

Q. Prior to the giving of the security, you had 
asked Mr. Kleinman to borrow some money at the 
Union Bank & Trust Company so that you would 
have sufficient funds with which to make loans, 
isn’t that correct ? 

Mr. Wolver: That is objected to as leading and 
suggestive. 

Lhe Referee: I am afraid that that one has to 
be sustained. 

Q. By Mr. Chotiner: Mr. Zemansky, did you 
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ever have any conversation with Mr. Kleinman rel- 
ative to this borrowing of money elsewhere to be 
used in the business ? Be Wes: 

@. Was that before or after the security was 
given ? A. Before and after, both. 

Q. Directing your attention to the time before 
the security was given, what conversation did you 
have with Mr. Kleinman regarding that subject? 

A. Mr. Kleinman told me he thought he would 
be able to procure some money for us at the Union 
Bank, I believe. 

Q. Did you say anything at all to Mr. Kleinman 
regarding that subject before he made that state- 
ment to you? A. I didn’t get that question. 

Q. Did you say anything at all to Mr. Kleinman 
regarding that subject matter before Mr. Kleinman 
made the [80] statement that you have just re- 
lated? A. No, I don’t recall. 

Q@. Then Mr. Kleinman volunteered the state- 
ment or first saying to vou ‘‘I believe I can get some 
money at the Union Bank’’? A. That is right. 

Q. What did you say? 

A. I told him I thought we would be able to 
use It. 

Q. ‘Tell us the rest of the conversation that was 
held with Mr. Kleinman regarding that subject 
matter; relate it. 

A. He said if his loan was secured, he thought it 
would enable him to procure more credit at the 
Union Bank. 
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Q. Was that conversation held before the se- 
curity was given? 

A. I believe it was before. [81] 

Q. Will you describe to the Court where the 
loans or the pledges were kept at the Provident 
Loan Association ? 

A. They were kept in individual locked steel 
drawers. 

Q. By Mr. Chotiner: After the security had 
been given to Mr. Kleinman, what was the method 
of operation of the business there whenever a cus- 
tomer would wish to redeem a pledge that was made 
there and it happened to be one of the pledges that 
was given to Mr. Kleinman as security ? 


A. ‘The transaction was, a customer had 

@. Mr. Zemansky, may I offer this suggestion 
to you. Let’s proceed on the theory that his Honor 
was never in the Provident Loan Association and 
you are now explaining to [85] him, giving him a 
picture of just exactly how it happens from a time 
a customer would come in until the customer would 
leave. | 

A. You mean at the time of redemption of a 
pledge? 

Q. At the time of redemption. 

A. A customer would come in and present his 
ticket, and we would obtain the signature and com- 
pare it with the one on the stub, and when com- 
pared we would tell the customer what was due, and 
would go to the vault and take the loan out and 
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deliver it to the customer, taking the money from 
the customer and putting the money in the cash 
drawer. 

@. And in redeeming a pledge that had been 
given to Mr. Kleinman as security, would you fol- 
low that same procedure ? 

A. The same procedure. 

Q. Did you take that money, in a case of a pledge 
that had been given to Mr. Kleinman as security, 
and keep it separate from the rest of the funds of 
the Provident Loan Association ? 

A. No, it went in the usual cash drawer. 

Q. What was done with the money after it went 
into the regular cash drawer? 

A. It was used the same as all other cash. 

Q. I take it that new loans were made with it, 
with that same money, is that correct? [86] 

A. That is correct. 

Q. Was that procedure ever changed at any 
time after Mr. Kleinman had been given security 
insofar as those pledges were concerned ? 

A. So far as I know, I don’t think that pro- 
cedure was ever changed. 

Q@. Now, was a list of those redemptions ever 
furnished to Mr. Kleinman ? .@ Ys: 

Q. And who would furnish that list to him? 

A. I think the bookkeeper at the Provident kept 
track of those, and Mr. Kleinman, together jointly. 

Q. ‘hen what would be done after the list had 
been given to him? 
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A. After a certain amount of money would be 
run up that way, I think Mr. Kleinman would give 
my brother, Abe Zemansky, a check, and he used to 
walk down to the Union Bank and cash the check 
and apply it as—get the money in currency and 
turn it over to Mr. Kleinman, and then apply it as 
on the note. I think that was the mechanies of the 
thing. They would proceed to take new loans for the 
ones that had been redeemed, approximately. 

Q. Mr. Zemansky, I will show you now a docu- 
ment entitled ‘‘Agreement,’’ dated the 24th of Feb- 
ruary, 1939, and ask you to inspect it and will ask 
you to tell me what that represents. [87] 

A. That is an agreement—— 

Mr. Chotiner: Perhaps I can save time. May 
it be stipulated that, counsel, that this document 
dated February 24, 1939, was executed by the three 
Zemansky Brothers and Sam Kleiman, and re- 
lates to the transferring of pledges to My. Klein- 
man as security. 

Mr. Wolver: I think this can be compared. 

Mr. Chotiner: With that understanding, we of- 
fer this as Trustee’s Exhibit next in order. in 
evidence. 

The Referee: Trustee’s Exhibit No. 4. Are you 
offering this also? 

Mr. Chotiner: Yes, that receipt should be a part 
Om 

The Referee: Part of the exhibit. 
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Mr. Chotiner: Yes. 

The Referee: It will be attached and marked 
Exhibit 4. 


THOSTER’S EXHIBIT No. 2 
AGREEMENT 


This Agreement, made this 24th day of February, 
1939, by and between Sol Zemansky, Dave Zeman- 
sky, and Abe Zemansky, doing business under the 
fictitious firm names and styles of Gemansky 
Brothers, and the Provident Loan Association, and 
the State Loan Office, hereinafter referred to as 
‘‘first parties,’? and Sam Kleinman, hereinafter 
reiemred to as Second party . 

Witnesseth : 

Whereas: T’he second party has heretofore loaned 
to the first parties the sum of Ninety Five Thousand 
Seven Hundred ($95,700.00) Dollars, which is evi- 
denced by fifteen (15) promissory notes, made and 
executed and delivered to the second party by the 
first parties, which are valid, subsisting, and in full 
force and effect, and which are now due and pay- 
able, which said notes are in the following sums 
and were executed on the following dates: 
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Note Date Due 
$20,000.00 Nov. 14, 1936 Dec. 14, 1939 
19,000.00 Mar. 25, 1938 Mar. 26, 1938 

3,000.00 July 26, 1938 July 26, 1938 

2,000.00 July 26, 1938 Agu. 25, 1938 

5,000.00 July 1, 19386 July 2, 1936 


9,000.00 July 1, 1936 July 2, 1936 
5,000.00 July 1, 1936 Ailey 24, as 
5,000.00 July 1, 19386 July 2, 1936 
5,000.00 July 1, 19386 July 2, 1936 
5,000.00 July 1, 19386 July 2, 1936 
5,000.00 July 1, 19386 July 2, 1936 
5,000.00 July 1, 1936 July 2, 1936 
5,000.00 July 1, 1936 July 2, 1936 
5,000.00 July 2, 1936 July 2, 1936 
1,700.00 Dec. 17, 1938 Dee. 18, 1938 


and 

Whereas: Second party has heretofore loaned to 
Sol Zemansky the sum of Two Thousand Four Hun- 
dred Fifty ($2,450.00) Dollars, evidenced by a prom- 
issory note in the sum of Two Thousand four Hun- 
dred Fifty ($2,450.00) Dollars, made, executed and 
delivered to the second party by Sol Gemansky 
on the 7th day of April, 1936, which is now valid, 
subsisting and in full force and effect, and which is 
now due and payable, and 

Whereas: Second party loaned to one Max Golob 
the sum of Six Hundred Twenty ($620.00) Dollars, 
evidenced by two (2) promissory notes in the sum 
of Three Hundred Ten ($310.00) Dollars each, 
made, executed and delivered to second party by the 
said Max Golob on the Ist day of May, 1936, and 
due on the Ist day of August 19386 and on the Ist 
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day of October 1936, and which notes were endorsed 
and guaranteed by Sol Zemansky, and 

Whereas: The interest payments due on the said 
note made by Sol Zemansky has not been paid to 
date and now amounts to the sum of Four Hundred 
Eighty Six ($486.00) Dollars, and 

Whereas: The interest payments due on the notes 
executed by the said Max Golob have not been paid 
to date and equal the sum of One Hundred Twenty- 
three ($123.00) Dollars, and 

Whereas: The parties hereto are desirous of hav- 
ing each of said notes cancelled and replaced re- 
spectively by twenty (20) new notes in the sum of 
Five Thousand ($5,000.00) Dollars each, to be made, 
executed and delivered by first parties to second 
party in the manner and form of the note attached 
hereto and made a part hereof, and 

Whereas: The parties hereto are desirous of hav- 
ing said promissory notes secured by way of pledge, 
and 

Whereas: First parties are now engaged in the 
business of pawn-broking, and have in their pos- 
session pawn tickets executed by lenders of money 
from first parties, each ticket being distinguished 
by a certain serial number and being entitled Provi- 
dent Loan Association, and 

Whereas: First parties are desirous of pledging 
said pawn tickets to second party as security for 
payment of the said twenty (20) promissory notes. 
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Now, Therefore, It Is Hereby Mutually Agreed 
by and Between the Parties Hereto, as Follows, To- 
Wit: 

First: That all of the notes heretofore made, exe- 
cuted, and delivered by first parties, Sol Zemansky 
and Max Golob to second party, shall be cancelled 
by second party and in consideration thereof, first 
parties do hereby agree to make, execute, and de- 
liver to second party twenty (20) promissory notes, 
in words and figures as set forth in the promissory 
note hereto attached and made a part hereof. 

Second: First parties do hereby agree to transfer 
and deposit, by way of pledge with said second 
party as collateral security for the payment of said 
twenty (20) promissory notes, together with all 
interest, costs, expenses, and fees that may accrue 
thereon, the pledge agreements and pawn tickets, 
the numbers of which are contained in Exhibit A 
attached hereto and made a part hereof, which are 
now in the possession of the first parties. 

Third: in ease of the non-payment of the said 
promissory notes, or the interest thereon, when 
due, according to the tenor thereof, first parties do 
hereby appoint and constitute second party, his 
heirs or assigns, their attorney irrevocable, with 
power of substitution to sell, without advertising, 
at any time after any of said notes or interest there- 
on become due, with or without notice or demand, at 
the option of said second party, the whole or any 
part of said security, either at public or private 
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sale, at his discretion; and to deliver the same to 
the purchaser or purchasers; and the proceeds to 
be applied to the payment of said promissory notes 
or note, interest due, attorney’s fees, and other ex- 
penses accruing thereupon, and any surplus after 
payment of said note, interest, and expenses to be 
paid to first parties. And first parties do hereby 
agree to pay on demand to said second party, 
his heirs or assigns, whatever deficit may result 
after applving the net proceeds of such sale to pay- 
ment of said principal, expenses, and attorney’s 
fees. Should any such sale be made, second party, 
or his assigns, directly or in the name of any other 
person, shall have the right to purchase. 

Fourth: Second party does hereby appoint first 
parties his agent and first parties do hereby agree 
to act as agent for second party, without charge to 
second party, for the purpose of collecting any and 
all sums of money which may be due, owing, or 
unpaid upon and in respect to each of the said pawn 
tickets, and pledge agreements, and first parties 
do hereby agree to collect such moneys and hold the 
same in trust for the purpose of applying such 
money so collected to the payment of the twenty 
(20) promissory notes hereinbefore described, and 
first parties will, upon demand, so pay the apply 
said moneys to the payment of the said promissory 
notes. 


Fifth: First parties do hereby waive the pro- 
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visions of Sections 3001 and 3006 of the Civil Code 
of the State of California. 

Sixth: In case suit or action be brought by sec- 
ond party to enforce the terms and provisions of 
this agreement or of any of said notes executed by 
first parties, or in the event of a sale of the personal 
property herein pledged by first parties, first par- 
ties agree to pay reasonable attorney’s fees incurred 
by second party in such suit, action, or sale. 

Seventh: First parties do hereby agree to retain 
in their possession every article pledged and pawned 
to them in respect to and by virtue of the forego- 
ing pawn tickets, and to deliver them to the owners 
thereof, or assignees of said owners, only upon re- 
demption of said pawn tickets by the payment of 
the same as provided in Section 3 of Statutes of 
California, 1935, Page 16138; and after the expira- 
tion of time hmited by the terms of said Para- 
graph 3 of said Act, first parties shall hold any such 
articles so pledged and pawned for the benefit of 
and to the order of second party. 

Eighth: First party shall keep true and accurate 
books, records, and accounts respecting the articles 
pledged and pawned and collection of the moneys 
due upon the above-described pawn tickets, and all 
such books, records, and accounts shall be open to 
inspection by second party at all reasonable times. 

Ninth: Neither this agreement nor any of the 
terms, provisions, nor covenants herein are deemed 
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to nor shall the same be construed to mean that 
second party is a partner or joint adventurer with 
first parties, but that the meaning and intent of 
this agreement is that second party is a lender, cred- 
itor and pledgor of first parties. 

Tenth: The benefits and burdens of this agree- 
ment shall run, izrwe to and bind each of the parties 
hereto, his heirs, administrators and assigns. 

In Witness Whereof, the parties hereto have here- 
unto set their hands and seals, on the date first here- 
in mentioned. 

SOL ZEMANSKY 

DAVE ZEMANSKY 

ABE ZEMANSKY 
First Parties 

S. KLEINMAN 
Second Party. 


(Copy) 


$5000.00. Februaty 24, 1939. 

) davs after date, without grace, we promise to 
pay to the order of S. Kleinman Five Thousand and 
no/100 ($5000.00) Dollars, For Value received, with 
interest from date at the rate of 10 per cent per 
annum until paid. Principal and interest payable 
in Lawful Money of the United States at Los An- 
geles, California, and in case suit is instituted to 
collect this note or any portion thereof, we promise 
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to pay such additional sum as the Court may ad- 
judge reasonable as Attorney’s fees in said suit. 
ZEMANSKY BROS. 
PROVIDENT LOAN ASSN. 


& 
STATE LOAN OFFICE 
ING sg cas = Due March 1939. 
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No. Amount 
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| (> ee (5 
2) 65. 
Poy) tc, nea 30. 
ae 79. 
PS) 50. 
OUR eee ee. 00 
2) 2) 60 
Pp) 0)! ee nee ee 100 
PDO veccerscccccies 160 
| re 150 


No. Amount 
Ps i) $ 70.00 
2086 82... 2a s ay) 
DO ie. lade ee 79 
D020... sae ees 100 
DONO Wee: eee ce 100 
ZO poles... 15 
Ps ee 75 
DON Mex cecy ee oe 85 
DOS0T eee 50 
DODO O scene eee 85 
ZOS00K......222 30 
2.0 )2 5 ene 150 
ZNO ce:ih eee 125 
P44) 22 ain ae 100 
DOO Oe: zeseeeeee 100 
SO0Z Oe. Aan 85 
OOO52n 2. 60 
|) L210 aeeeeeee ra 125 
OU ees-. 2 ees 125 
5100 eke: Se earner nee 50 
210) bors eee 175 
50): | ine 160 
OO Gee ec 175 
BO2 Bee ee. 100 
SOSRB.....-cc.-c.0--- SO 
30430) ..............- 60 
QUEM. ..cccteias 100 
SOAS de... 00 
OO see... ee 50 
30G8O............-8 50 
QUOD... 2.2.2 50 
ores 15 
0) WAM... 22.8 65 
OU Sones... 125 
COBH... ses 80 
wOST Se... ae 100 
Uc) 3:5 Seana 156 
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No. Amount No. Amount 
2k ee $100.00 32010 ee $100.00 
SHOGO........--242-: 0. BOZO me 100. 
LC (rr 20: YC) 45 eee eee 60 
OME: con c3- 220. 100. 15) | eee en 50 
CS) eee 75 Be SO Oeics: 75 
10) eee 50 OO (ota ae ere 100 
1225] eae o0. BY FS (Cl) bee oneee eee 50 
Lo (0,4 eee 85. Ns cere ncteee 00 
OM esc seetelesere 130. Be i Sane eeren 135 
od 32 27 alee eer 90 Deal Pace: cevacce2 80 
La) eae 795 B20 eee eee 50 
LAOS sncckec cs 79 By|° |) aon 150 
91448... 00. 745,15 ea a 150 
L282 ee 179. 55) |) rrr 110 
5) 20) ae neeeee 12a: BY (| 0 ee 50 
3) 0 2 eae 50 De Paras. eeue 100 
DINO 2 a 65 PA: 15 
UME ces dacs cavaces 89. 7A 0 ene 50 
OMS Oo 2c ee 129. 3271/5 eee 60 
31 fo 010 eae 79. 32 (2 eee 75 
OO O2 mes. cos 162. DEMO Ol ee ace 5 5 50 
OM esa seece cc 100. Do pert 150 
BI Se sage ee 100. Bio) C\|}) ee ne 50 
OG oa es: 50 OOOO 22222. 50 
5) |S) ie 50 201 1) ea ee 2) 
25S) a reseie 90. DOO Oe cecctstec ee 75 
oe OMe ae... 0) og Operas eee: 60 
EOE Be eee Oo. oo) ae a 150. 
A005 ae 100. 53 \C ae 120, 
54 50. 57) |e 75 
nye Ct ee 124 33442. 100 
yo (&, OBA DD. 
Me 2 oesnes.. 150. OO Oe eee tees, a 
By, 50 253) 02) | 75 
Dee Omer 100. 2004 100. 
OOOO eS cc ctencc: 85. 233) 0\) eo fo: 
B40) | 100 nS eee 125 
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No. Amount No. Amount 
era. ..........4.) $ 60.00 ol. $125.00 
S750! .....--.----- 52. NOT O.. cco 65. 
Se AT ........---<--- 50. SEO T aceon nnnan nn o0 

. . Ce a0 
BOO Oan..n-sieest2-se 65. angge 100 
BOULO......--..2--- 90. M55 150 
OBO _._.......-.--.- 150. PHOG2. ccc... 75 
Bs ee 65. BA OBe. ......2.2ck 70 
GeOor........-.--.... 100. DONE 5.22 60 
DOTS a. --2se0------- 150: Bo) as ee 50 
Do 50 HD) | Oa he 150 
Of080e...........-- 65 OOOMe. 150 
Ban ..........--.. To: OOO ge) eee Sas 
a 100 SON Oe. 2c ee 100 
BANGS. .......--vs- 135. SOLS... - ee (> 
BMI cen. -0senes 60. 4 ee 50 
eae... - a0. oo POO! ...ccecccas. 50 
2 50. OO Nee ees 85 
BAe e...........-.. Ii. 210) se 50 
a a0; 2) |. re 50 
5 ims. 3) ri) 
BADE D........-..-.--- 60. Sagres... 50 
Oe ay OOOO cc ccccecuncenns 50 
BAS (He. ............. 100. EO: re 175 
2 a0 Se 100 
3)! J oe. OOMGS.._... 20.0. 150 
Co 6m. Bs ae #5. 
Lo 159. 5 4c nee Ob: 
: 0 We BOBS B onic, 100. 
SMG OB. ............... 50. QUOD vs cneceenetssets 100. 
i 100. DOOM. wcceskes. 1" 
Om OLE ............... 50 0 re 1560 
RS) Sa 150. DOOM. Ae... 65. 
fb : i, 70. DOOR. 22ssese.-.2... 150. 
Soy) 125. JODO eee. .---secen0e- 100. 
>) op 60. 80409... 150. 
Sa, 65. 090466...000 a0) 
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No. Amount No. Amount 
D0) Uo eee ree $175.00 BIO Oseeeee eae $ 75.00 
355), er 150. DODO Le. cecteaweecncee 75. 
60) 65 Ome). -ce sss. 100 
DOOM O!, ..accccee---- 50 310 2 nr 70 
310100 ee 60 Sa ile. ke eees ce: 100 
SOW Denes teecteeets: 50 20/50) ae o0 
SON Oemuers a. ees 50, DOs oO ecccestesaeee 125 
10) eee 125. S100 ey ee 50 
315) nae are) 35.010) (\U Beata eae 65 
Belli ga ues teccat US. DOU SO... eke 60 
Sy | eae eee 50. oUOe2s too 85 
cle? S=—aa aaa 65. (110 eee eee 30 
3014 <4 | See eee 150. 0: (2 1 
3) 0s eee 60. BOM Nee ne 60 
Doe O Ores 100. UNS Ome ec ie 125 
OOOO .eteselaesec 150. 3107/4) ori 90 
1002 U3 eee 50. Do te eee wena 85 
SOOd. aw 125. DOSS Boncoecepecavetce 60 
310.0) ane 50. 2) Tielel 0p eee 715 
2100015 eaeeeneener 60 DOG On -n-0s-lecncecs 60 
31.0) 09) (eee eee 00. 2100/5 aera 100 
10) (05 eee 85. 0s | ee io 
3.0) 2) eee ee 50. ODO oo teense stone 65 
5) 0/27 ones 50. 610) by Sea eee 60 
DOMES. .....ceccscaees 60. C1): 5 ae 65 
51.01) 0h) ne 79. 5171 eee 100 
101074 (ee ea 75. 5/0 7 eee 90 
500 AG =) (C3 erie 50 
310) 4) 50. pO Oner 2... 80 
0 125. 2) (11 2 ae 50 
20S eee 60. 5)(/ 2 re 75 
5) CP a 90. 314) 15 
ee 50. 3) 2] 50 
10/15) | pane 115. PUNO SS coos ccuce 50 
2101 Ean 50. 22: 150 
500 Use 85. OM oe ec 79 
6) 00100) ie 115 3) (10) ene 125 
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No. Amount No. Amount 
SSH... n-----8 $ 75.00 SOOO). cc.-2- cg! $140.00 
SBOE pitas. 100. 38068.....-----.----- 150 

=e me OOO Ls... ee S5 
gag) oma sla 1 100. 
OU On es (9. Sou 50. 
oS Oo. Son 7G 
lO 150. SSMS inca 126; 
oo 50; OOLU Sia. 50 
a rr ioe SOMO... ees 50 
352] 60. Shey alls eee en et. 15) 
6 a) OOS cc ees Fi) 
2 (6 COOL Sa 100 
a 50 GOO? owas ica cececee bo 
Ob) ae 50. Dy Sau On meen gece ccceh 100 
OhOOdgs...........---- 90. OSHDS _.....cccccces 50 
Sy i 15 Biol) Aen err 100 
5 8) OOO. eee ees 125 
i o0. Sool 2:6 100 
| a0. Ss ee een 60 
ai (| 125 B01 0) so eens Te 100 
i” ee 69, ais sole ee eee 60 
3c: OD. 04) a eer 50 
9) Cl ee 25. Ric de a a V5 
io.) YS) cS: ee 200 
Bl 60. 3 ODO" <a. | 100 
i. 50). io) (| ea aneanene en 3) 
oe a. OO MO eect oe 50 
Bo) 1 P [oy [2 aaa W 
MPO... 0-20 100. ato (0 eee... 28 100 
i ———e 50. Se) in) ee ae TO: 
5 80. 10) soy rn i: 
Sy 75. OSU eee 125. 
i ae tO, DOOM ccs ..stclueces te. 
1) ee 100. DOOllG..6e..<ccce20ses 125: 
Bio. |) es 50. Oo We 2 crea moe 
DOWUNO. ooo ccccecceee 100. i iotc || Se 110 
Sioa 100. DOO TOM. cccecee coe: 100 
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No. Amount No. Amount 
0) ee $ 60.00 NO cove coven $ 60.00 
Sic!) ae 85. S075... 150 
sae os ss 5 eo 75 
839081. sees 125, eae te 
5) 5 75, 2 arcs ue 
39046... 175. 39814... 150 
BOODS.....csece 002. OOM. ocnccetcece (8) 
0) 9 eee 200. dO. dese scescavee 150 
Oi 5 50. Do MOP occ cczaczsches 200 
eye) WY) eee ccc: To, OM sm ecco 50 
26) ||) Up Ses) | 150 
DOM csccccsvsteunce 50. Sic) eae 150 
3) |) Sees 50. eS nae 150 
2) es ee ee (Ey 5) iar: 175 
5) 20) ane ee 60. 7S) U1 seal 150 
DOM he cecesceusvssic 70. 2102 80 
2) | (| 25. 40006)... 02.2 100 
Do cc seicscts ces. a0. 40047... 50 
515, )) > 65. 1010) aie 50 
52) 50. FOOO2 oo ccseccccence 65 
DOO 2 pets eesancects 110. 210) 0) (| eae 00 
BOBO. sovececs seecees 150. 21010 er 60 
So) dE one 0) 2) 100 
50 \c, | ne 00. 2 ae 150 
5 R), AOWOA. osc c ec vcccsecs 50 
Sy eri 55. 210) eee ee 75 
Se cs 100. 24 U8 G1 (eee eee 65 
39446... 100. AON OS occ ses 50 
394490. 50. AMO. eee. 50 
2 70. 2100 oe 65 
394840. 50. LE 105 
5 7] 100. 40266......0.00002.. 70 
DOO W...2 2 sescc.-c: i200; AZ, 2 -ncece-.---0 150 
IODOS.......0.--0000-- 00. 40813................ 65 
SOSNA..-n ae... 50. 40800 ................ 50 
DONIZG . oo. <.scnsccce: 50. AWBSS.......cceccsecne 65 
OUON .cwee. 100. 40404... 80 
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No. Amount No. Amount 
40418....00...2.2.-- $ 60.00 od ft ee $ 75.00 
AOE OA. .........-..-5 150. A 50. 
BI... cacncc----- 100. CIC 5 ar ee lad, 
es 60. ARO DG 22. sa). 
M10 496)............---- 90. SOG ae. 100. 
AOA OO. _....----.-+--- 100. er ONO: 2 eee 50 
10) | Ser 79. AL eee 50 
A0541................ 160. ANN IG., ....cennee ie 
40550. eeeeccneees 50. AMAR. 75 
1) 20. AIRLA Ss eee 50 
AQ NG......-.----0--- 50. oS U5): pein 50 
DOC Oil... ecs 200. 21 0 bs caer 100 
GUMS ace. c2 22 150. oS CLS fo amen 100 
40O53...........----- 185. 2 le 32 ene 50 
AG OR.......0cs0e-2 150. 12. ee IiZo 
40666............---- 60. 41245... 50 
2) 0 70 220) | a 200 
A0G90!.............-. 0. 23 0] eee 100 
AOTSHG:...........--. 8d. ANG HD cca 75 
17 eee eee 60. Co noe 80 
1 re 100. A 3 OZ 160 
A0GWS.......-..-..---- 00. 41443... 30 
Ec: Lone 135. BMREO A: «cvaceocccssune 175 
CC 115. 2: 5 60 
ADB, ,....---.0.0--- 130. AT AO Sr 2. nck. 50 
ADBO3...........-.--- 150. 2 tc 65 
0 SO. 41504... NAS 
40860.......-...--..- ®. :) 2) 70 
40809. ............--- iD. 2 2 os 7d 
AOGMG............-... 75. 41945... 175 
Ue 2 ae 10. Svc ee 65 
FO8S8._.......--.---- 12. 10 a 80 
2 75. | 60 
2 ae 200. 23 ee 150 
40930___.__......-.. 50. YL | ee 65 
a 200. 4GGOs......2e.. 90 
GLOW... .22e0022:: (is 4)! a0 
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No. Amount No. Amount 
PMO Ucneccccnccnac-e $100.00 Le ee $ 60.00 
ANION ..cect-ae-ncee 50. 42466.........2..---- 69. 
AAD oo. soca 29). A Oe © 
ANTOO). ..0cccc.cceeee o0 ee | ere 50 
BAWNS. ..:020000.---20 175 2 a ee 125 
ABU SOD os. cee hoceece 175 : 75) ne 100 
AWSO9... .nsevec-c 60 1 50 
AMS 3 c2cen acct alee 175. LOS oe 200 
lh rn I3 CP) 85 
Jc: a 50 1025)5 0 ee 175 
2 125 42634... 100 
ees 150. Le 150 
45) 1 re 100. Li re 60 
27401) aeons 50. 205 re 60 
2901: re 00. 492.01 er 10) 
271 renee 90. AOU ees 100 
ODD. cn cccns.-seke 50. LCS ea 75 
AZOS Gs... 002.0008 100. 402 (pee 150 
2?) i re 50. 17) ee 715 
2A ae 125. A 110 
DOME 3.2 2.22ee 150. 2 A 100 
292) |e 75. POM (he ccdeees 150 
2S 80. BONG BS. cn coss ceecccs d0 
2) 200. LAE eee 60 
Ls ie 50. 1010) 0 anne 75 
27 50. BOM Oo ein ee 135 
La 60. AZ ONO eee)... = 75 
C7, 100. LV cy) 100 
LS 00. AZ oo eee 60 
2 00. “ee 75 
42305.........000... 50 LU): ee 200 
2 3) ee 75 0) re 150 
2 | 1) C5 |) | 50 
1, ee 100. .o 150 
S| ne ae 75. AHODO. ......-c...-00 70 
L3\0, || a 15 2) 175 
0s | en 79. 23 ree 150. 
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No. Amount No. Amount 
ge19....... $125.00 SOD Be........ $150.00 
ABH: 1s. 43766........--.----- 60. 

: me aie). eee. 6a. 
ae woe mn iG ee 200. 

a el ; ASO... sme... 65. 
43175...----0---- 10. ABHOG.......00..-.. 175. 
CS 100. Lic 195. 
A 50, To oy eee 50 
LS) en 60 ee 60 
(Oy on A386. 2a. 515) 
2 ae 100. 1S ous eee 80 
43205 _......-.-.---- 25: oo ee 200 
AZO06.._..........--- 50. 49088 a 50 
A38@2.............---- 125: A3904 22... 60 
Oe 65. GAO oe. s2ec econ 60. 
OS 100. 44058................ 135. 
Ble iS. 14 (3 60. 
1 | 100. (al! Pilg peeee acces 125. 
AS ROM be ees. 125. Ate ee 135. 
CT eee no. 44096................ SD. 
ASBOT .-.ccoccee 50. LCS) ee 75 
ae ee 80. AA NOM 125 
i 100. WS i. 75. 
AB 280). .....-2--20---- S108 CU 5) 
OS) Toe AAR 22 cc. wee cecen es 100. 
ADAMO. .......-....-.. 1S Fh] 7 ee ee TO: 
LC ee 69. LL!) ee 125. 
45446 _............ 58. co 5D 
AON ...-...-.------ om, 44901 _..........2. 50 
435 08)...........--.. 200. |), 200 
ASOOS....--.--------- ea. AADIOG. ..c--.2--- 20-0 160 
A fee... ..--.------ 26. 115)? 65. 
6S. 100. 2S | Oo. 
43008 4......-....-.- 100. LS 65. 
ASHE ............ 50. 44QRR 200. 
A Mies .-..----.- 100. 2 200 
ASGHAS ........... 60. AM DIOS oe oecceees Sh. 
06.) 125. 44317................ 50. 
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No. Amount No. Amount 
J) $150.00 WAGIS....--------0-+2 $ 50.00 
2 o0. 44855... 125. 
CO neree 125 44864. 100 
2) ris) BOW Deo ea 80 
44397. cece 75. BAS NO eect ec 70 
44360_............. 50. 2) 60 
44398. te. 2) in 135 
44402. 60. 44938. 50 
44407... 00. ADDS oon. cccece.n- 90 
44408... 00. 2) 85 
BAAN ccc ccncscccsee 50. 2 ae 100 
44418000. 00. 44960... 80 
44449 65. AAQCO........22-c..22 50 
2 | reer 70. 2 | 60 
44458... eee 100. WAS et wicnc ees 75 
44460......0...00... 65 AYU saedeccsesndese 100 
44469. 50. 45006............... 200 
4449400. 00. 25, | 60. 
44406.........20000- 60. AOR... 22.22 150. 
44550... 100. 23 | 0-47 200 
AAS MO!.....0cc..-c0-- 50. OOOO. ..2.c.-2cecces 100. 
ay | ene a0. 10s i (Oc 
Le 100. AMO vsccieesseeous 125 
BANGS rs. ee ncn Ize: Os ae 85 
BANGOS. ..-.cc--<-20ces 50. 28) 75 
44668... 135. 2) | re 105 
44680............2... o0. =) i 2: ee 60 
Ce 0) 125 A oe ee 100 
Ce 00. 3) 150 
ABIOO.......0...-c00-- 75. 2). 50 
22 ov ae 80 
2 | a 100. 2 25 
BATON, «0. ocstcsces 20 ATINOS................ 100 
FA TBO. ........2nscoee 75 C4) | 200 
ee 60. 2S | 50 
44764. 100. ABDI... cence 179 
44 POS)... es... 125. 2 ine 50 
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No. Amount No. Amount 
ASST .............-2 $ 50.00 BOW cco... ed $2395.00 
“as is 150. M571 S:.....-..-.-2.82 100. 

aie 2 Agi... 75. 
———e ay 7-1: 50. 
45356... iA WSO eo cocccecce- 100. 
LS (ee 100. LG 5 ne 50. 
OS 200. 45858..............- 50. 
MG SOO... ..20.-00-+- 00. DOGO. .....-2.<-c0.-s 50. 
MBO .......-2--2--- 50. | be 50: 
BOO OF......--.--.-.- 200. Oe 50. 
os) 1350. 7 oi: a0) 
Py 90. __.....---.---- 15, CS ot: 85. 
Mas. ..........--- .. 100. 45896..............- 100. 
MeO Ol ce.......-.- We, 45BNC... ees... 125 
AAS. << 5.2. .---- 150. 1) yl ene ee 85 
AABS............---- 150. ROM ne 50 
BOOM .....--2.--.--- 125. 15 2 ee 60 
Aye. .....-------- 150. LS 50, 
A Gr .......--------« 150. Oe 5 70) 
OU.) ar 50. 4 OD... .---onc---e 100. 
15) (| ee 50. ADOC. .....-......--- 150. 
MO 7 1 ......2..:0-0--- 10 IDO 2 vecaceannaccus- 125 
5) 50 4B G00... .c----2-- 100 
a5G04.............--. ho. 4GONT .._.........--. 115 
Go tie......--....--- 220. NGORS .......--.--.--: 50 
OO SO. acide. -.----- op. (>): ee 60 
0) en 59 LS Se 100 
AGO) -auc---.--.--- 65 46064..__.....-...... 200 
45668.............--- 65 ANMOBB.s.....00-.--2. mie 
MOGCO = ...ooc.... D0. AGO ae... 150), 
@5GOO..............-- 50. 46086................ 200. 
ASTNO.............-.. 50. 46099... 50. 
SL) / ———e 50. | Lt 50 
BDFD. ..........---- To MH 029. .............. HOE 
2S) 100. 1 100. 
SS) 100. ae 50. 
ADTOS........-..-.--- 150. B6169................ 150. 
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G4GZ09......c-nn-nas $125.00 ADS O0 -.<-ceccne-ce-ce $125.00 
210) 2 50. 2 ee 200. 
AO ZOOM ce222..2.cckee 100. 46947.............--- 65 
AGZG0L.. 2 s.c.2-2 50. AGSO 0 ees. o0 
210. |) res 125), AWOO ..cccccc- scan 50 
TO ccc sacacecae 50. AWS. cee ee 60 
AGM ev cesen ected 85. 2 ) 60 
AOD scsi as cece 75. CS 20 
AGQOG o2 cacscvscdutek 125. AOE ee sae. 50 
AG BOO! recs e.cvicees 123; 2 (CS eee 150. 
2100) 60. CE en D0. 
46391____............ 100. 24 ae o0 
46368............... o0. ONS 8. ic 150. 
AO3B80.. cc 60. 2 C2 ee 50. 
46300. ....c0ccocte- 150. 2010S eee ee 50. 
46400__....0002022.. a0. AGO OMI 2 hace 00. 
46406.....0022002-. od. 2 SS er 150. 
46479... 50. PW zcccekeree 70. 
201) 2 rn 150. 2° 727 100 
415.5) 0) nee 50. AMS cecxot 100 
:10)5) |e aa 125: AME Oe ees 70 
ADDO eee ee 75. 25715) eee a0 
1 ee 50. BLL.) eee ae 50 
2105): 200. AG Oe ee secs 125 
210155 ee 150. Als Oe. 50 
AGOSG....ccccccivcecc 60. ATZ00 2. es 50. 
46639... 60. AAT AS] eee ee 50, 
TG 6 Ss 100. 2 100 
21000 ee 150 2 (0)! 650 
AGG OO... cccsace-- ( BDO Occ a sccnecscces 150 
AON 2 ccs: 150. Oo 60 
5.) (0) ee 20. 2c‘ c | eine hid, 
BG 184. cccssecccnes 175. 2)(3)0e 50. 
46794000. 50. 12) 3 re 50. 
40 S04 eo cccetss 200. Je 85 
FEO OU es a eotocacs: 150 Ao. oleae ees 150 
AG 84 ie... o0 AAS. oe. o0 
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No. Amount No. Amount 
BFPIOG. .......--<.-2-2 $ 70.00 "1 otc) ee $ 60.00 
ae 65. 47994............... 50. 
ae i) oe. 50 
ATMO ................ 50. - 

65. i eohiinia = i 
ATS 80 ceccccccecceee 75. 47923... 15 
vi | ee 60. yo re 200 
a TOMO ............---- 50. POS 0.2......0... 50) 
ATGOO. ._....-.-csceue 7). 2 a 50 
476L._..........--- 150. Ly 5 ee (3 
AWGIO_............-.- 50. oN a 80 
A7G@90................ 125. i a 100 
AN@UO)......-..--.002- 60. AWG TS ....--wwe.--o.- 60 
QGO90........-....--- 60 2 3 100 
ATR WS............---- 75. 48062 22... 100 
a 100. MS ONG ..2c255.....- 60 
0) | 150, 2 S10 0 ae 60 
A | 150. VSO 6 -22...2 50 
AIO! ....----------- 50) 4 SOG .......-.-.--.:: 50 
AT T@...........--.-. 60. ASOWO.....2-<ccc02+: 60 
A re 60. SSUW ee... 60 
C4 | ae 200. BIS OBT occccccscec cee: 75 
ay | ae 100. ey bl eee ee 100 
Lh __—e fe. ARS TAL. commenematmges: i) 
ATSA0).__.........---. 100 AS¥26. 2............. BO) 
@ (ee ........------- 60. 43133. =. 50. 
4 (Go4.............--. BD. SION oo cc 50. 
a (602..._....-.....-- 50. 48 P60s...........-... 50. 


Oo 65. 


Paul W. Sampsell, Trustee 133 


(Testimony of Sol Zemansky.) 
Trustee’s Exhibit No. 4 (Continued) 


MISCELLANEOUS NUMBERS 


No. Amount No. Amount 
92380...--.o-cecone-- $120.00 70) $230.00 
71) YD) ho nee Ifo: 29395. 50 | 
nie, a ae P8008. cccccees 100 

2 

39246... a ccccoe-ne 300 ee a 
3941 Lc. 250. 46198............... 100 
43950 -occccccoceee- 250. GES U Ghee 100 
(OH) ee 975 ey 0 125 
AiG ee O75. DTC se 100 
46249... ecco. 100. 48039... eee. 60 
5 (nile o. 5. 45025... ceca ccecne- 150 
ae eee 150. 24368... eceon. 50 
B2On I. ee 125. DOT e ed: 175 
O78 ae 100 


Receipt of Pledge 

I hereby acknowledge receipt of those certain 
pledge agreements and pawn tickets described in 
that certain contract executed on the 24th day of 
February, by and between the undersigned, and Sol 
Zemansky, Dave Zemansky and Abe Zemansky, do- 
ing business as the Provident Loan Association, 
State Loan Office, and Zemansky Brothers, in ac- 
cordance with and pursuant to the terms of the said 
Agreement. 


Dated this 24th day of February, 1939. 
S. KLEINMAN 
Sam Kleinman. 


Receipt 
The undersigned, Sol Zemansky, Dave Zemansky 
and Abe Zemansky, doing business as the Provident 
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Loan Association, State Loan Office, and Zemansky 
Brothers, hereby acknowledge that they have re- 
ceived from Sam Kleinman, the temporary custody 
of those certain pledge agreements and pawn-tick- 
ets described in that certain contract executed on 
the 24th day of February, 1939, by and between the 
undersigned and Sam Kleinman, for the limited 
purpose of using the same in accordance with the 
requirements of the aforesaid agreement. 

It is understood that said pawn-tickets will be 
kept separate and apart from pawn-tickets belong- 
ing to the undersigned, and will not be commingled 
in any way with other pawn-tickets. 


Dated: This 24th day of February, 1939. 
SOL ZEMANSKY, DAVE 
ZEMANSKY and ABE 
ZEMANSKY, doing business 
as the PROVIDENT LOAN 
ASSOCIATION, STATE 
LOAN OFFICE and 
ZEMANSKY BROTHERS 
By: ABE ZEMANSKY 


Mr. Chotiner: May it be stipulated, also, gen- 
'tlemen, for the purpose of saving time, that the 
subsequent contracts that were executed by the 
bankrupts and Mr. Kleinman, copies of them or 
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the originals of them, are attached to the original 
claim on file herein. 

Mr. Wolver: That is so stipulated. 

Mr. Dienstag: The extra sheet of paper is part 
of the contract as well as part of the exhibit. 

The Referee: All right. 

Mr. Chotiner: The receipt. [88] 

Mr. Dienstag: Yes. 

The Referee: I will mark it together. 

Mr. Chotiner: We will accept that stipulation; 
and we ask now to introduce as Trustee’s exhibit 
next in order by reference copies of the contracts 
attached to the claim on file. 

The Referee: You are just going to encumber 
the record. The claim itself is part of the record. 
You can simply stipulate that copies attached to 
the claim as exhibits to the claim are true and 
correct copies of the agreements in question. 

Mr. Dienstag: So stipulated. 

Mr. Laugharn: So that the Court will have a 
clear understanding of that, there was the agree- 
ment itself, and then Mr. Kleinman executed an 
instrument called a receipt of pledge, and then 
there was a further receipt executed by the bank- 
rupts, whereby the bankrupts acknowledged that 
they have received from Mr. Kleinman temporary 
custody of the pledge agreements involved; so there 
are three instruments to each contract; isn’t that 
correct? 

Mr. Dienstag: Yes, but they all form part of 
one agreement. 
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Mr. Laugharn: They are all clipped to the same 
one. 

Mr. Dienstag: Yes. 

Mr. Laugharn: That covers it. 

The Referee: I should think then that vou 
ought to [89] offer in evidence a specimen of that 
receipt. the second receipt to which vou refer. 

Mr. Wolver: It is attached. 

Mr. Laugharn: The agreement is three instru- 
ments; first, a mimeographed instrument five pages 
long, then Exhibit A attached, then a sheet en- 
titled ‘‘Receipt of pledge,’’ and then another sheet 
entitled ‘‘Receipt,’’ to each one of the agreements. 
This is not the one that was handed to the Court 
first. That is where I wanted to straighten the 
Cont out 

The Referee: Is it all here; take a look ‘at it. 

Mr. Laugharn: They are not the same. This 
is Trustee’s Exhibit No. 4. Now, this agreement 
is a basic agreement covering the $100,000. After 
that there was a substitution of agreements which 
are attached to the claim. Those are not the same 
as this contract. 

The Referee: <A different form entirely? 

Mr. Laugharn: The contract consists of three 
instruments, which I think in each instance are 
clipped together; first, a five-page mimeographed 
contract, with Exhibit A attached; second, a re- 
ceipt of pledge, and, third, a_ receipt. 

The Referee: You say this is a different form 
than Trustee’s Exhibit 4. 
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Mr. Laugharn: Yes. 

The Referee: But the subsequent agreements 
are on the same form. [90] 

Mr. Laugharn: Yes. 

The Referee: Let us handle it this way. Let 
us mark as Trustee’s Exhibit 5 by reference the 
copy of the contract dated March 2, 1939, covering 
the loan of $25,920.50, attached to Kleinman’s claim. 
Then let us put in as the next exhibit 


TRUSTEE’S EXHIBIT No. 5 
(By Reference) 
AGREEMENT 


This Agreement, made this 2nd day of March, 
1939, bv and between Sol Zemansky, Dave Zeman- 
sky and Abe Zemansky, doing business under the 
fictitious firm names and styles of ZGemansky 
Brothers, and the Provident Loan Association, and 
the State Loan Office, hereinafter referred to as 
‘‘Wirst Parties’’, and Sam Kleinman, hereinafter 
referred to as ‘‘Second Party’’, 

Witnesseth: 

Whereas, First Parties are now engaged in the 
business of pawnbroking and have in their posses- 
sion pawn-tickets executed by lenders of money 
from First Parties; each ticket being distinguished 
by a certain serial number and being entitled ‘‘ Prov- 
ident Loan Association’’, and 
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Whereas, First Parties desire to borrow the sum 
of Twenty-five thousand, nine hundred twenty dol- 
lars and fifty cents ($25,920.50) from Second Party, 
and 
Whereas, First Parties desire to pledge the above 
described pawn-rickets to Second Party as security 
for payment of the said loan, as is more fully here- 
inafter set forth, and 
Whereas, Second Party is willing to loan said 
Twenty-five thousand, nine hundred twenty dollars 
and fifty cents ($25,920.50) to First Parties on the 
terms and conditions hereinafter set forth. 
Now, Therefore, it is hereby mutually agreed by 
and between the parties hereto as follows, to-wit: 
First: First Parties do hereby agree to 
make, execute and deliver to Second Party, five 
(5) promissory notes in the amount of Five 
thousand ($5,000.00) Dollars each, and one (1) 
promissory note in the amount of Nine hun- 
dred twenty dollars and fifty cents ($920.50), 
all in the manner and form of the notes at- 
tacked hereto and made a part hereof; 
Second: First Parties agree to transfer and 
deposit by way of a pledge with Second Party, 
as collateral security for the payment of each 
and all of said promissory notes, and as security 
for the payment of all interest, costs, expenses 
and fees that may accrue thereon, the pledge- 
agreements and pawn-tickets, the numbers of 
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Trustee’s Exhibit No. 5 (Continued) 
which are contained in ‘‘Exhibit A’’ attached 
hereto and made a part hereof, which are now 
in the possession of First Parties ; 

Third: In case of the non-payment of the 
said promissory notes, or the interest thereon, 
when due, according to the tenor thereof, First 
Parties do hereby appoint and constitute Sec- 
ond Party, his heirs or assigns, their attorney 
irrevocable, with power of substitution to sell, 
without advertising, at any time after any of 
said notes or interest thereon become due, with 
or without notice or demand, at the option of 
said Second Party, the whole or any part of 
said security, either at public or private sale, 
at his discretion; and to deliver the same to 
the purchaser or purchasers; and the proceeds 
to be applied to the payment of said promis- 
sory notes or note, interest due, attorney’s fees, 
and other expenses accruing thereupon, and 
any surplus after payment of said note, inter- 
est, and expenses to be paid to First Parties. 
And First Parties do hereby agree to pay on 
demand to said Second Party, his heirs o1 as- 
signs, whatever deficit may result after apply- 
ing the net proceeds of such sale to pay- 
ment of said principal, expenses, and attorney’s 
fees. Should any such sale be made, Second 
Party, or his assigns, directly or in the name 
of any other person, shall have the right to pur- 
chase ; 
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Fourth: Second Party does hereby appoint 
First Parties, his agent, and First Parties do 
hereby agree to act as agent for Second Party, 
without charge to Second Party, for the pur- 
pose of collecting any and all sums of money 
which may be due, owing, or unpaid upon and 
in respect to each of the said pawn-tickets, and 
pledge-agreements, and First Parties do hereby 
agree to collect such moneys and hold the same 
in trust for the purpose of applying such money 
so collected to the payment of the six (6) prom- 
issory notes hereinbefore described, and First 
Parties will, upon demand, so pay and apply 
said moneys to the payment of the said prom- 
issory notes; 

Fifth: First Parties do hereby waive the 
provisions of Sections 3001 and 3006 of the 
Civil Code of the State of California ; 

Sixth: In case suit or action be brought by 
Second Party to enforce the terms and pro- 
visions of this agreement or of any of said notes 
executed by First Parties, or in the event of a 
sale of the personal property herein pledged 
by First Parties, First Parties agree to pay 
reasonable attorney’s fees incurred by Second 
Party in such suit, action, or sale; 

Seventh: First Parties do hereby agree to 
retain in their possession every article pledged 
and pawned to them in respect to and by virtue 
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Trustee’s Exhibit No. 5 (Continued) 
of the foregoing pawn-tickets, and to de- 
liver them to the owners thereof, or assignees of 
said owners, only upon redemption of said 
pawn-tickets by the payment of the same as 
provided in Section 3 of Statutes of California, 
1935, Page 1613; and after the expiration of 
time limited by the terms of said Paragraph 3 
of said Act, First Parties shall hold any such 
articles so pledged and pawned for the benefit 
of and to the order of Second Party; 

Highth: First Parties shall keep true and 
accurate books, records, and accounts respect- 
ing the articles pledged and pawned and col- 
lection of the moneys due upon the above de- 
scribed pawn-tickets, and all such books, rec- 
ords, and accounts shall be open to Inspection 
by Second Party at all reasonable times ; 

Ninth: Neither this agreement nor any of 
the terms, provisions, nor covenants herein are 
deemed to nor shall the same be construed to 
mean that Second Party is a partner or joint 
adventurer with First Parties, but that the 
meaning and intent of this agreement is that 
Second Party is a lender, creditor and pledger 
of First Parties; 

Tenth: The benefits and burdens of this 
agreement shall run, inure to and bind each of 
the parties hereto, his heirs, administrators and 
assigns. 
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In Witness Whereof, the parties hereto have here- 
unto set their hands and seals, on the date first 
herein mentioned. 

DAVE ZEMANSKY 
SOL ZEMANSKY 
ABE ZEMANSKY 
‘First Parties”’ 
S. KLEINMAN 
‘‘Second Party”’ 


EXHIBIT A 

No. Amount No. Amount 
30 $ 40.00 SNe re, $ 30.00 
| 25.00 B00GG 2 45.00 
2 25.00 VOL... 2-2 eee 30.00 
0 25.00 ATONE... ......-cco.00 25.00 
J _ 25.00 OSS mer ..-:.-2- 25.00 
2 40.00 AU De Die Nec 30.00 
AOOTO..........-..0- 40.00 TOO eee 30.00 
Sree = gee... 40.00 2 (i 2 40.00 
oe 30.00 2, ae 25.00 
ANDO G..........00-- 30.00 47OS28 2 40.00 
46840................ 39.00 TOCA eee ae 35.00 
C0 )3)0] (oe 30.00 S000 Sint 25.00 
| Ca 39.00 ANTS One eee 30.00 
nce. vax~a0-s- 35.00 AMOS) ...--c.c:escas 29.00 
2 oe) an 25.00 S710...) 40.00 
ARGON... ccsccccese. 25.00 Sah OY We 29.00 
BNO. ceccacccnucss 35.00 Bit 2 lia eee 27.00 
CS 40.00 = a ene 35.00 
4AG006_..........-...- 25.00 A) Sean 25.00 
40964. 2... 30.00 THOM. ..0ccccescsce 25.00 
SOO, sap cet... 40.00 AMS Ae. ce 25.00 
ANDO WG crs. occeccteae- 25.00 AC TSO Mewes. ces 40.00 
1 30.00 s/f - | ee 25.00 
1.5) 40.00 co! fae. 40.00 
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No. Amount No. Amount 
29) 3) ce $ 30.00 A (SC: eee $ 25.00 
1 6 35.00 LY |) ieee 25.00 
Cos! 25.00 LYS re 30.00 
UV ca 30.00 Yi 7k) eon 35.00 
41765) eee 25.00 C52 bo) ee 25.00 
(003 ee 30.00 TODA, ...0.0cccczsons 39.00 
Ei > ne 39.00 48000... 22.22. 30.00 
MWA eee icc een 30.00 7 fo) 1/4 ee 39.00 
AWS 2c. cccscecceess 30.00 48036._.............. 30.00 
25 eee 30.00 FASWAU ex 25.00 
235 30.00 ol), 30.00 
i ———— 35.00 SOG ee vsecteze: 40.00 
220s) 35.00 ASA eo .oet 2c 29.00 
2 30.00 15 ae eae 35.00 
2) CS rere 25700 481460000. 25.00 
PPM 853. occ2eess cus 30.00 | 5 (| 40.00 
2 ee 40.00 2D ||| ree 29.00 
2 ore 30.00 Lie) | 25.00 
A203. ee 40.00 POMS ES ose etece 25.00 
1.) ne 30.00 Ze) (} re 30.00 
2. 35.00 oo ae 40.00 
aL a, fo 25.00 270) ee 35.00 
: | 35.00 Uc es 30.00 
C0: ae 30.00 Lhe) 5 ee 25.00 
EN 2) ne 30.00 AO Oiescer ee 40.00 
A A ee 40.00 tot) eee 40.00 
FOZ | sccceaacnckes 35.00 2 od 40.00 
2 45.00 2 Sy 29.00 
(ce 30.00 21)(0)3) | 30.00 
2) re 25.00 (Cs 30.00 
AM Ne oo eee 25.00 {16 ae 40.00 
47308... 25.00 ASS Oe oa cix.ann- 25.00 
SO, ee 25.00 >) 25.00 
Ai D0Se 2... 30.00 4T352..........---- 30.00 
ee LTS eee 30.00 co) 20.00 
OU Dae eee 40.00 1 re 30.00 
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No. Amount No. Amount 
MWAQS.......-..200:. ¢ 40.00 VADs... $100.00 
Paglia. __......----+. 30.00 (Asses... 2 79.00 
ARAM _....--.----- 45.00 TdiGe =. 75.00 
a ; seseeceeeenenee ae 7 100.00 
47437... 30.00 TWD) cxssccesscce aut 
47438... 35.00 18826... 35.00 
ABS. cece cccccsees 40.00 OO OT So oe eee 99.00 
AGeO0.............. 25,00 TOSOO) 30.00 
i) 30.00 (cs ee 125.00 
MG518 iw. 25.00 3003s... 80.00 
W533... 40.00 GUT Oe... ee 79.00 
5 ee 25.00 C2 Lays. ees 30.00 
1.90 25.00 S230 1e ee 45.00 
47569.............--- 25.00 82544... 125.00 
B13 vonnccconcecceee 25.00 S2005:...... 5 35.00 
US: 35.00 O2009.....ce eee 75.00 
OPO OO. oo -eeces cee 30.00 Soe. 22 60.00 
4290)... ..------- 30.00 LOWS) aioe acer ee 85.00 
aL 35.00 84408... 30.00 
| oe 40.00 84984... 30.00 
BGO BO...-ccoce<cec-- 25.00 SOUS. 22: 50.00 
Ol) 25.00 ONY S:.:).. eee 35.00 
46021 _.............. 40.00 92380... 120.00 
ASA. ......--..----- 30.00 ODO S <a. 35.00 
ASHSG...............- 35.00 CSM. dene 30.00 
48464. 25.00 OBA Bo scoiccescsee 40.00 
48465..............-. 25.00 94? OSs. ....ccs.-0-000 200.00 
ABHGO ..........--. 40.00 TOSS... gees 143.00 
4B AOB ...-n----------- 40.00 94009................ 125.00 
th 40.00 OF NG. ee 30.00 

ee... 50.00 SELES ° || ee 35.00 
WAOAO......-..2...-.. 110.00 Ld ea ee 30.00 
V(SSGe ne ..- 55.00 G80 .......2eee. 30.00 
(eA ee 40.00 QOWS oc occccccccecee 42.50 
ToUGS =. 40.00 is. a ee 40.00 
(ic) 40.00 48480... 75.00 
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No. Amount 
1 $100.00 
GO DO. .-2..---ae--- 125.00 
26 (ise 25.00 
3c) (ee 30.00 
Pe Ob a2ey.d ue ccb.- 30.00 
3000 es 29.00 
OOO. 6 Aeteesaecis 20.00 
Xoo cle a eee 25.00 
oct ae 40.00 
36/5) |2 none 45.00 
Pie se encsuccatnetee <s 39.00 
32)! eens 45.00 
2) | re 30.00 
OND Oe siceescxsescecs 39.00 
01) re 39.00 
oi Seana ieee 25.00 
OMT (<2. c08.ceceunes 30.00 
DOD. . cc tcccscse cz 29.00 
23012 ee 25.00 
De ON eee cc: 30.00 
3 2 | 35.00 
cS) ass 30.00 
SOMA Ne zecavick 30.00 
S03 ee 30.00 
ie kate] een 25.00 
Be Des. ..uieeeecee 29.00 
1 29.00 
23: 35.00 
217) SS ons ae 100.00 
MOT onc 28. sca 42.50 
[Ve 30.00 
3) 35.00 
2 | 140.00 
75) | ee 110.00 
723) ]. 0 a rm 45.00 
a Oe <cee e 60.00 
510) ee 125.00 
SOGHS.........-..-2-- 150.00 


No Amount 
2) 0 | ieee $ 45.00 
SL ot) eee 70.00 
5s (2 ae 69.00 
DONO 60.00 
DO OO ece--cetee oats 99.00 
50S) ae 75.00 
202 2,5 Beene eens 60.00 
10)5 4 oe ee 00.00 
3) .o) a re 125.00 
0) ae 135.00 
2712) es 60.00 
1) 00.00 
2 ne 40.00 
@2920...-.0ccc.c.2002 85.00 

[oh 40.00 
: io 60.00 
46434. _o0 100.00 
Lt er 40.00 
A312) eae 90.00 
5 30.00 
225) 5 eee 35.00 
2 25.00 
OW ecto: 99.00 
20010) cnn 30.00 
50) 0242 ee ene 25.00 
DOO Sescsacera eae 25.00 
Bele Osccccken ee 39.00 
De Ol One ek 40.00 
2/70) i 25.00 
oh nie 30.00 
34 (C2 45.00 
2) re 30.00 
oa 30.00 
2 jo | | ie 30.00 
oy ee 30.00 
2) oer 25.00 
2/55 | 25.00 
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No. Amount No 

30036... $ 40.00 48459 

DOW Oke..... ix. 40.00 48473 
90907_............. 35.00 40256 
BOON. ..--n-0c00--.-- 35.00 
 —_—— 35.00 smi 
AOUBS.cocecceeee--- 25.00 40290 
4OV6W............... 40.00 40308 
40165..........-.--- 25.00 40325........-. 
AQ188...............- 37.50 40331 
712) 25.00 40337 
ApvAe............. 40.00 40338 
AT284. oc eceecoeee 40.00 40366 
A... 125.00 40377 
GPT. cae nace: 125.00 40438 
4AGOM............... 175.00 40469 
C0 80.00 40484 

ASI SG:.......-....-.- 75.00 40543 
43406.............. 125.00 40567 

AGO OT................ 90.00 40584 
ACR 1..............- 50.00 40587 
oa 50.00 40590 
AG990.............. 75.00 40611 
4g006.............. 50.00 40630 
48249... 60.00 40649.......... 
48255... cece 75.00 40654.......... 
Asoe7........... 5.00 40658 
48289... eeeeoe- 75.00 40663 
ri) <a 69.00 40708 
| 75.00 40774 
48365... cece. 50.00 40839 
 — 75.00 40842._........ 
#8969.............. 50.00 40855.......... 
48384... 60.00 40858 
48409.............-. 50.00 40875 
48426... ..-0.-- 55.00 AOV2R. 
i, 60.00 40970 
AS493.. 100.00 40975 
48458... 60.00 40998 
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No Amount No Amount 
| |((5 erie $ 30.00 TUTE (0 ree Meena $ 40.00 
21) 25.00 LT (re eee 40.00 
ARON ci eoesenack 30.00 413002 2. 30.00 
2 25.00 AND 2 sacccz--ce2 30.00 
2) 25.00 AO OB. cc 23- 40.00 
ZS enero 39.00 COL 1 aan 30.00 
2512) 40.00 2055 ee 30.00 
212, 3 eee eee ee 40.00 5 25.00 
12/635 eee 25.00 Zullo 25.00 
215) | —_—eonenos 25.00 cally): 25,00 
22 ee 30.00 PUES ee. 45.00 
65, ee 29.00 274) rn 25.00 
215)9) i 40.00 LA ee 30.00 
4216) eee 42.50 WU BOs ce. -tacie eee 40.00 
21) 5103) eee 25.00 220 39.00 
A (0). c.c.sscccese 35.00 12 ))o) 30.00 
3) ne 30.00 A021 (0 Eee oe 35.00 
201s) ee 40.00 1 25.00 
AAO 2 oc ccatceeteecees 35.00 0 |e 30.00 
CCL ee 25.00 CA) 25.00 
C4 25.00 1) 5) 25.00 
ne nree 25.00 210 30.00 
1) 0 | en 25.00 (3 eee 30.00 
1) 35.00 2) | 40.00 
2) 5) ee 30.00 42254 39.00 
CS oe ne 30.00 Me OO Aes 35.00 
2) 30.00 ADO G ete 40.00 
20: 40.00 2 so) 30.00 
41645. 39.00 || 39.00 
: 341.|0\o.. 40.00 23h 100.00 
2.1057 30.00 42343. eee 30.00 
AAG Se. ccs... 288. 25.00 FOB =. .c0cn.cs 39.00 
AM occ: ceca 39.00 BPO 2. occ cccces- 30.00 
23 (21 nee 25.00 220 re 30.00 
co eee 25.00 2) 30.00 
(a 30.00 22.5) | ate 30.00 
41764... 30.00 7 1 30.00 
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No. Amount 
OOM ......-.------- $ 25.00 
ASO? «.oc.ane0------ 40.00 
(oy ero 25.00 
AO) 2. 22452-2---- 30.00 
AD GAD.......----00--- 25.00 
1 ee 30.00 
LO) ree 30.00 
12) | 39.00 
22 (nna 25.00 
3 30.00 
0 re 30.00 
iS eer 40.00 
2 0 sr 40.00 
BISON occcecasesants 25.00 
BEDS... cecencdens 25.00 
re 40.00 
BO SA es eeccncs 25.00 
fe Sane 35.00 
A on 30.00 
223 | —_— a enaare 25.00 
ASOT ......202.--.- 30.00 
1 |e 39.00 
15 ae 25.00 
BOOTS....2...--0--- 30.00 
BANOO. ......c0--.n200 25.00 
M0 o..........-. 25.00 
ASOWO._....-.....0-.- 00.00 
BOOB! ......-...0.-. 25.00 
a 25.00 
43064_............... 40.00 
MOOS... ....-...-- 25.00 
2 25.00 
1) 30.00 
ABQ... 22.02. 45.00 
ae 30.00 
Li 25.00 
ADIOS... 25.00 
4 30.00 


No. Amount 
se ee $ 40.00 
2 ob oe 70.00 
So ee 30.00 
AD SoM... 25.00 
ool. a 30.00 
Loe Oe aeeeenenaenne e 40.00 
$3000....... a0... 39.00 
ENO Os cc. cee 40.00 
ADDON -.c1.-ces- nt 25.00 
21s een ee 25.00 
A OO isn ssts eres 30.00 
Ao lee 25.00 
43300. 25.00 
43406... 25.00 
43426... 30.00 
Arye 2... cee ne 26.00 
4343400. 39.00 
2A eee ee 25.00 
43443000. 30.00 
AA Opes. .adnceane 39.00 
GMOS 2 esdacecdivese 40.00 
A) ore 45.00 
b 3 1) 0) eee 30.00 
: 2) 25.00 
2 31 |e 25.00 
436024. 0. 20.00 
0 | er 25.00 
BS OWO oc. eeeoeacs 39.00 
21 25.00 
(Jee ee 25.00 
3) 9 25.00 
ol ae 25.00 
WO: ee 25.00 
i > Ae 25.00 
2S 39.00 
a re 35.00 

a | | 40.00 
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Trustee’s Exhibit No. 5 (Continued) 


No. Amount 
AOU Ol...-.--2e2 $ 35.00 
LS oe 30.00 
AGO) 6 dace csocstase 29.00 
43846....002.....- 25.00 
POW ol oe caseeeesecesee 30.00 
AB SOO ocz.ccecensse 35.00 
Jochen 35.00 
AO OO 2 -..2---Gece 25.00 
Ay 8 (oe cescees tesco 25.00 
di Noles 39.00 
OS esececleencees 39.00 
25S" | ree 40.00 
sa rr 39.00 
BENNO s secnccsseseuws 35.00 
15. | eer 40.00 
LS: 5 rn 30.00 
43954. 25.00 
RO OOZ. ss cccecccsncvee 25.00 
44000....0000..00. 30.00 
oY ee 35.00 
44038... 40.00 
44054... 30.00 
aL seine 30.00 
44074... 30.00 
0 lo 40.00 
AMANO 0. ....-02-- 2.2220 25.00 
1) are 25.00 
44130... 30.00 
A) 62... 25.00 
FAT6G...........--.. 30.00 
44180... 35.00 
FANBD......-vsec0000 29.00 
AM, n 40.00 
Cp (ne 40.00 
Ce 25.00 
4424 Te. 25.00 
| | an 29.00 


No. Amount 
a2 eer $ 35.00 
HERO Ox cceccssscceaass 35.00 
2 25.00 
44388.......-..---- 45.00 
2) 25.00 
GPP 2. ccsecesenehees 25.00 
sg Vi eh 30.00 
444620000. 45.00 
BEAT Oo ccéccntci tues 25.00 
44488... 39.00 
44489_ 35.00 
44490... 25.00 
2 ee 25.00 
44497000. 45.00 
BUENO Oo exceciysccutiee 30.00 
ene 25.00 
44546...W. 39.00 
ABO IM ovccatscaveesoes 38.00 
BPE Ot 22-5 5< esd 25.00 
2/1). | aro 30.00 
16 35.00 
44600......-2.......- 39.00 
MOO. 2. <dccesexeceue 30.00 
446220000. 40.00 
44640... 25.00 
2105. el raos 25.00 
44669... 30.00 
120) a 30.00 
BPO 2. -22-ucc-2---202 25.00 
44696....0002000...- 30.00 
44702... eee 35.00 
2 20.00 
AATIOH.........--.0-.- 35.00 
44-708... 35.00 
503s 25.00 
SMH IO << xcn-<<s2ioacs 30.00 
LL  ——— 30.00 
|) 25.00 
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No. 
44758 
44760 
44772 
44787 
44756 
44795 
44817 
44822 
44826 


44994 
45001 


45129 
49144 
45150 
45178 
45201 


| ale eee 
45522 


45548 
45555 
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No Amount 
21 5).0) LS sae $ 30.00 
A O26. 22-2 ceecane- 40.00 
BOD 2 tcceienson see 40.00 
GO oN ees ezsse2. 45.00 
25) 1 re 30.00 
21 OY err 25.00 
255) 0 1 ie 39.00 
45649... 30.00 
45650..........----.- 30.00 
1). (| (er 40.00 
AD GSO. ....2c2iscc.2: 25.00 
2:5) Clo) | eaten 40.00 
ALSO) sae aie 25.00 
TOMES Feo. ce. aoa 25.00 
47 3 are 25.00 
(CL | nee! 30.00 
AUG © ices. cokers 30.00 
AN OWO 222.2 40.00 
ANNO Obs secs evteazee 30.00 

$5000.00 
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No. Amount 
A585 224 $ 25.00 
ADSO0 Te 25.00 
WSO coc. -ccsteees 40.00 
ES Soren 35.00 
459 0Ay 2... 82.2. 30.00 
ie 25.00 
31510 )/ sea 35.00 
Bo) eee ee eee 40.00 
2 O00) ae 25.00 
L1G 1 noe 40.00 
HOS 0 ccecccceesicce- 25.00 
ADB Oe oles 25.00 
BO ee 2. 6c ods 40.00 
A ODA ee eente ee 30.00 
45964._............. 30.00 
apes. cc2eaoe 25.00 
Ae OAc ocesnssces 39.00 
AO Oke ee es 25.00 

March 1939 


ee days after date, without grace we promise 
to pay to the order of S. Kleinman Five Thousand 
and no/100 ($5,000.00) Dollars, For Value received, 
with interest from date at the rate of 10 per cent 
per annum until paid. Principal and interest: pay- 
able in Lawful Money of the United States at Los 
Angeles, California and in ease suit is instituted 
to collect this note or any portion thereof, we prom- 
ise to pay such additional sum as the Court may ad- 
judge reasonable as Attorney’s fees in said suit. . 
ZEMANSKY BROS., 
PROVIDENT LOAN ASO N. 


& 


STATE LOAN OFFICE 


‘an a -——_=—, es ee 
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Trustee’s Exhibit No. 5 (Continued) 
$920.50 March 1939 
ee ae days after date, without grace we promise 
to pay to the order of S. Kleinman Nine Hundred 
Twrety and 50/100 ($920.50) Dollars, For Value 
received, with interest from date at the rate of 10 
per cent per annum until paid. Principal and in- 
terest payable in Lawful Money of the United States 
at Los Angeles, California and in case suit is insti- 
tuted to collect this note or any portion thereof, we 
promise to pay such additional sum as the Court 
may adjudge reasonable as Attorney’s fees in said 


suit. 
ZLEMANSKY BROS., 
PROVIDENT LOAN ASS’N., 
& 
STATE LOAN OFFICE 
Bp........ Bune 1939: 


Reeeipt of Pledge 

I hereby acknowledge receipt of those certain 
pledge agreements and pawn-tickets described in 
that certain contract executed on the 2 day of March, 
1939, by and between the undersigned, and Sol 
Zemansky, Dave Zemansky and Abe Zemansky, do- 
ing busmess as the Provident Loan Association, 
State Loan Office, and Zemansky Brothers, in ac- 
cordance with and pursuant to the terms of the 
said Agreement. 
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Trustee’s Exhibit No. 5 (Continued) 


Dated: This 2 day of March, 1939. 
SAM KLEINMAN 
Sam Kleinman 


Receipt 

The undersigned, Sol Zemansky, Dave Zemansky 
and Abe Zemansky, doing business as the Provi- 
dent Loan Association, State Loan Office, and Ze- 
mansky Brothers, hereby acknowledge that they 
have received from Sam Kleinman, the temporary 
custody of those certain pledge agreements and 
pawn-tickets described in that certain contract exe- 
cuted on the 2 day of March, 1989, by and between 
the undersigned and Sam Kleinaman, for the lm- 
ited purpose of using the same in accordance with 
the requirements of the aforesaid agreement. 

It 1s understood that said pawn-tickets will be 
kept separate apart from pawn-tickets belonging 
to the undersigned, and will not be commingled in 
any way with other pawn-tickets. 


Dated: This 2 day of March, 19389. 
SOL ZEMANSKY, DAVE 
ZEMANSKY and ABE 
ZEMANSKY, doing business 
as the PROVIDENT LOAN 
ASSOCIATION, STATE 
LOAN OFFICE and 
ZEMANSKY BROTHERS 
By: ABE ZEMANSKY 
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Mr. Laugharn: I think all the rest are the 
same. 

Mr. Dienstag: Yes. 

The Referee: I would rather not do that. Some- 
body may insist that you keep all these in the 
record. ‘The next one I see here is the contract 
dated Mare 22nd, covering $2,510. Now, 1s 1t your 
understanding, gentlemen, that including that con- 
tract and from there on, they are all in the same 
form ? 

Mr. Dienstag: Yes, your Honor. 

The Referee: All right. Trustee’s Exhibit 6 by 
reference, copy of the contract dated March 22, 
1939, covering the loan of $2,510, attached to the 
Kleinman claim. Are you all then willing to stipu- 
late that all subsequent contracts are in the same 
form as Trustee’s Exhibit No. 6 by reference? 

Mr. Dienstag: Yes, your Honor. 

Mr. Lavgharn: So stipulated. [91] 


TRUSTEE’S EXHIBIT No. 6 


(By Reference) 

This Agreement, made this 22 day of March, 1939, 
by and between Sol Zemansky, Dave Zemansky and 
Abe ZGemansky, individually, and doing business 
under the fictitious firm names and styles of Ze- 
mansky Brothers, and the Provident Loan Asso- 
ciation, and the State Loan Office, hereinafter re- 
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ferred to as ‘‘First Parties’, and Sam Kleinman, 
hereinafter referred to as ‘‘Second Party’’, 
Witnesseth : 

Whereas, First Parties are now engaged in the 
business of pawnbroking and have in their posses- 
sion pawn-tickets executed by lenders of money 
from First Parties; each ticket being distinguished 
by a certain serial number and being entitled ‘‘ Prov- 
ident Loan Association’’, and 

Whereas, First Parties desire to borrow the sum 
of Twenty-Five Hundred and Ten Dollars ($2510) 
from Second Party, and 

Whereas, First Parties desire to pledge the above 
described pawn-tickets to Second Party as secur- 
ity for payment of the said loan, as is more fully 
hereinafter set forth, and 

Whereas, Second Party is willing to loan said 
Twenty-Five Hundred and Ten Dollars ($2510) to 
First Parties on the terms and conditions herein- 
after set forth. 

Now, Therefore, it is hereby mutually agreed by 
and between the parties hereto as follows, to-wit: 

First: First Parties do hereby agree to make, 
execute and deliver to Second Party, one promis- 
sory notes in the amount of Twenty-Five Hundred 
and ‘len Dollars each, in the amount of T'wenty- 
Five Hundred and Ten Dollars, all in the manner 
and form of the notes attached hereto and made 
a part hereof; 

Second: First Parties agree to transfer and de- 
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posit by way of a pledge with Second Party, as 
collateral security for the payment of each and all 
of said promissory notes, and as security for the 
payment of all interests, costs, expenses and fees 
that may accrue thereon, the pledge-agreements 
and pawn-tickets, the numbers of which are con- 
tained in ‘‘Exhibit A’’ attached thereto and made 
a part hereof, which are now in the possession of 
First Parties; and First Parties do hereby war- 
rant that every pawn-ticket and the representations 
thereon with respect to the property and loan 
amount for which said pawn-ticket was given is 
the result of a bona fide transaction, not subject to 
counter-claim or setoff of any kind or nature. 
Third: In case of the non-payment of the said 
promissory notes, or the interest thereon, when 
due, according to the tenor thereof, First Parties do 
hereby appoint and constitute Second Party, his 
heirs or assigns, their attorney irrevocable, with 
power of substitution to sell, without advertising, 
at any time after any of said notes or interest there- 
on become due, with or without notice or demand, 
at the option of said Second Party, the whole or 
any part of said security, consisting of said pawn- 
tickets and such property which by the terms of Act 
9826 of the Statutes of California, 1935, page 1613, 
has become the property of the First Parties and 
which has become the property pledged to the Sec- 
ond Party by First Parties by virtue of this agree- 
ment in place and in stead of the pawn-ticket repre- 
senting the rights in such property, either at publie 
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or private sale, at his discretion; and to deliver the 
same to the purchaser or purchasers; and the pro- 
ceeds to be applied to the payment of said promis- 
sory notes or note, interest due, attorney’s fees, and 
other expenses accruing thereupon, and any 
surplus after payment of said note, interest, and 
expenses to be paid to First Parties, or their repre- 
sentative upon demand. And First Parties do here- 
by agree to pay on demand to said Second Party, his 
heirs or assigns, whatever deficit may result after 
applving the net proceeds of each sale to payment 
of said principal, expenses, and attorney’s fees. 
Should any such sale be made, Second Party, or 
his assigns, directly or in the name of any other 
person, shall have the right to purchase ; 

Fourth: Second Party does hereby appoint First 
Parties, his agent, and First Parties do hereby agree 
to act as agent for Second Party, without charge to 
Second Party, for the purpose of collecting any 
and all sums of money which may be due, owing, or 
unpaid upon and in respect to each of the said pawn- 
tickets, and pledge-agreements, and First Parties 
do hereby agree to collect such moneys and hold 
the same in trust for the purpose of applying such 
money so collected to the payment of the ........ 
promissory notes hereinbefore described, and First 
Parties will, upon demand, so pay and apply said 
moneys to the payment of the said promissory notes; 

Tifth: First Parties do hereby waive the pro- 
visions of Sections 3001, 3004, 3005 and 3006 of the 
Civil Code of the State of California; 
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Sixth: In case suit or action be brought by Sec- 
ond Party to enforce the terms and provisions of 
this agreement or of any of said notes executed by 
First Parties, or in the event of a sale of the per- 
sonal property herein pledged by First Parties, 
First Parties agree to pay reasonable attorney's 
fees incurred by Second Party in such suit, action, 
or sale; 

Seventh: First Parties do hereby agree to re- 
tain in their possession every article pledged 
and pawned to them in respect to and by virtue of 
the foregoing pawn-tickets, and to deliver them to 
the owners thereof, or assignees of said owners, 
only upon redemption of said pawn-tickets by the 
payment of the same as provided in Section 3 of 
Statutes of California, 1935, Page 1613; and after 
the expiration of time limited by the terms of said 
Paragraph 3 of said Act, First Parties shall hold 
any such articles so pledged and pawned for the 
benefit of and to the order of Second Party. 

Eighth: First Parties shall keep true and ac- 
curate books, records, and accounts respecting the 
articles pledged and pawned and collection of the 
moneys due upon the above described pawn-tick- 
ets, and all such books, records, and accounts shall 
be open to inspection by Second Party at all rea- 
sonable times: 

Ninth: Neither this agreement nor any of the 
terms, conditions, nor covenants herein are deemed 
to nor shall the same be construed to mean that 
Second Party is a partner or joint adventurer with 
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First Parties, but that the meaning and intent of 
this agreement is that Second Party is a lender, 
creditor and pledgor of First Parties; 

Tenth: Nothing in this agreement contained 
shall be construed so as to prohibit the Second 
Party from bringing suit or action upon the within 
deseribed notes to enforce the payment thereof in. 
a proceeding separate and apart from any other 
rights which Second Party may acquire by reason 
of this agreement. 

Eleventh: Waiver or modification in any one or 
more instances by the Second Party of any of the 
terms, covenants or provisions of this agreement 
shall not thereafter be deemed a waiver or modifica- 
tion thereof, the same nevertheless to there- 
after remain in full force and effect. 

Twelfth: The illegality of any provision of this 
agreement shall not affect the validity of any of the 
other provisions hereof. 

Nothing in this agreement shall be construed to 
require the commission of any act contrary to law, 
and wherever there is a conflict between any pro- 
visions of this agreement and any material statute, 
law or ordinance contrary to which the parties have 
no legal right to contract, the latter shall prevail, 
and in such event, the provisions of this agreement 
affected shall be curtailed, and limited only to the 
extent necessary to bring the same with the legal 
statute, law or ordinance. 

Thirteenth: The benefits and burdens of this 
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agreement shall run, inure to and bind each of the 
parties hereto, his heirs, administrators and assigns. 
In Witness Whereof the parties hereto have here- 
unto set their hands the day and year first above 
written. 
SOL ZEMANSKY 
DAVE ZEMANSKY 
ABE ZEMANSKY 
Individually and doing business 
as the Provident Loan Associa- 
tion, State Loan Office and Ze- 
mansky Brothers, 
First Parties 
SAM KLEINMAN 
Second Party 


Exhibit A 
Agreement of March 22, 1939 


NOS. OF PAWN TICKETS AND FACE AMOUNTS 


ENO OUD Sate t ecco. se eee $200.00 
POW Oe eee 100.00 
<  )) Seaa R . 75.00 
Pilon ee 100.00 
ue oe et eo eee 60.00 
PO Oo Neier 2 fee eee, een 300.00 
1:5), 1 23 Nee a 90.00 
IO. 2 2 es wc perpen = 300.00 
ES eke ee eee Se, ee 75.00 
Sg | ee 100.00 
ig) Oe eee 90.00 
OUR ee 90.00 
LSS 0S a a ene 100.00 
2 RO eg eee 60.00 
Ce ee 150.00 
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Nos. of Pawn Tickets and Face Amounts—(Continued) 


ASO 2G gees -2...-.<i eet: 100.00 

ESO) eee eee 65.00 

ES Oe ee tee cee ence 60.00 

ASE aud cn. ete ee ee 225.00 

AES re aac acne: eae 100.00 
Exhibit B 


Copy of Notes 
$2510.00 Los Angeles, Cal., Mach 22, 1939 


5 days after date, without grace, we promise to 
pay to the order of Sam Kleinman Twenty-Five 
Hundred and Ten Dollars, For Value received, with 
interest from date at the rate of 10% per cent per an- 
num until paid. Principal and interest payable in 
Lawful Money of the United States at 1407 Ege Cliffe 
Dri Los Angeles Calif. and in case suit is instituted to 
collect this note or any portion thereof, we promise 
to pay such additional sum as the Court may ad- 
judge reasonable as Attorney’s fees in said suit. 

CAP. 


Receipt of Pledge 

I hereby acknowledge receipt of those certain 
pledge agreements and pawn-tickets described in 
that certain contract executed on the 22 day of 
March, 1939, by and between the undersigned, and 
Sol Zemansky, Dave Zemansky and Abe Zemansky, 
individually, and doing business as the Provident 
Loan Association, State Loan Office, and Zemansky 
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Brothers, in accordance with and pursuant to the 
terms of the said Agreement. 
Dated: “Tins 22 day of Merch, 1939) 
SAM KLEINMAN 
Sam Kleinman 


Receipt 

The undersigned, Sol Zemansky, Dave Zemansky 
and Abe Zemansky, individually, and doing business 
as the Provident Loan Association, State Loan Of- 
fice, and Zemansky Brothers, hereby acknowledge 
that they have received from Sam Kleinman, the 
temporary custody of those certain pledge agree- 
ments and pawn-tickets described in that certain 
contract executed on the 22 day of March, 1939, by 
and between the undersigned and Sam Kleinman, 
for the limited purpose of using the same in accord- 
ance with the requirements of the aforesaid agree- 
ment. 

It is understood that said pawn-tickets will be 
kept separate and apart from pawn-tickets belong- 
ing to the undersigned, and will not be commingled 
in any way with other pawn-tickets. 

Dated: This 22 day of March, 1939. 

SOL ZEMANSKY, DAVE 
ZEMANSKY and ABE 
ZEMANSKY, individually, and 
doing business as the 
PROVIDENT LOAN ASSOCIA- 
LION, STATE LOAN OFFICE 
and ZEMANSKY BROTHERS. 

By ABE ZEMANSKY 
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Q. What was the basis for determining, if there 
ever was a basis for determining 1t, when a new 
contract would be made out? 

A. I think Mr. Kleinman would say make a 
new contract and he had his dealings with my 
brother on that. 

Q. Mr. Gemansky, whenever a new contract 
would be made out and those pledges had been 
given as security to Mr. Kleinman, and a cus- 
tomer would want to come in and redeem the 
pledge, would the same procedure be followed as 
was followed out on prior occasions? 

A. The same procedure. 

@. And what was done with the money? 

A. it went in the cash drawer. 

@. For what purpose was the money used? 

A. In the general line of business. 

@. Was any of that money on the new contracts 
ever used or set aside in a separate account? 

A. I don’t recall anything like that. 

Q. Was anything ever said to Mr. Kleinman 
as to where [92] that money was going? 

A. Not by me. 

Q. Did Mr. Kleinman ever make any of the 
redemption of pledges that had been given to him 
‘as security ? A. I believe he did. 

Q. What did he do with the money when he 
made those redemptions ? 

A. It went into the cash drawer. 

Q. So whether Mr. Kleinman made the redemp- 
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tion or any other loan clerk, the same procedure 
was folluwed, is that correct? 

x& hat is correch 

Q@. Now, do you recall when it was that an 
attachment was levied on the business by Simons’ 
Lunch Room people? 

A. Sometime the early part of March. 

Q@. That was after the first security had been 
given to Mr. Kleinman, is that correct? 

A. Yes. [93] 

Q. By Mr. Chotiner: Mr. Zemansky, did you 
ever tell Mr. Kleinman that the Simons’ Lunch 
Room people were going to sue and attach? 

A. “No. 

Q. Was that subject ever discussed with Mr. 
Kleinman at any time prior to the attachment? 

a MO. 

Q. At any rate, did vou discuss with Mr. Klein- 
man the fact that you owed the Simons’ Lunch 
Room people some money ? 

A. JI don’t recall it. 

@. Did you tell Mr. Kleinman that Judge Pacht 
was keeping after you, in substance and effect, 
to make payments to the Simons’ Lunch Room 
people? 

A. That was after Mr. Kleinman had secured 
the collateral. 

@. How soon after was it as you can best recall 
it now? 

A. Well, it would be immediately after the 
attachment. 
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@. And when was the attachment made? 

A. Sometime the early part of March. 

@. Just as soon as the attachment was levied, 
there was a representative of the Sheriff’s office 
in the Provident Loan Association, is that cor- 
rect? [94] A. That is correct. 

@. Mr. Kleinman was present also, is that right? 

Mr. Wolver: That is objected to, your Honor, 
as purely leading and suggestive. 

The Referee: Well, it does not do any harm 
to see what the facts are. 

Mr. Wolver: If the witness testifies we have 
the facts. If counsel testifies the witness merely 
acquiesces and some facts might be true. The pen- 
alty of leading questions is that we have two or 
three statements. 

The Referee: All right. Mr. Chotiner will try 
to get the facts and not ask leading questions. 

Q. By Mr. Chotiner: Was Mr. Kleinman pres- 
ent at the time the representative of the Sheriff’s 
office was there? 

A. I believe he was in San Francisco at the 
time of the attachment. He came down after- 
wards. 

(. Did you have a conversation with Mr. Klein- 
man regarding the matter of an attachment levied 
by the Simons Lunch Room? 

A. Yes, I talked to him long distance and he 
came back from San Francisco. 

Q. After he came back from San Francisco, 
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after your long distance call, did you have another 
conversation with him regarding it? 

A. Several of them. 

Mr. Wolver: May we at this time have the 
foundation. [95] 

@. By Mr. Chotiner: Where did the conver- 
sation take place? 

A. I believe it was in the office of the Provi- 
dent. 

@. How soon after the attachment was levied 
was it? 

A. £ believe it was within a day or two. 
Who was present? 
That I don’t recall. 
Do you recall anyone else was present at all? 
J can’t recall. 
What was the conversation ? 

A. It was in reference to getting the attach- 
ment removed. 

Q. Tell us what you said and what Mr. Klein- 
man said. 

®. “Well, it Is a very difficult “ime jmeneno 
explain what took place, except we went over to 
Judge Pacht’s office, if I recall it, to see what 
we could do in the way of getting the attachment 
removed. 

@. Did Mr. Kleinman go with you? 

A. I think he was along. 

Q. Was there a conversation held with Judge 
Pacht in the presence of Mr. Kleinman. 


OPO Pe 
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A. I believe there was. 

Q. What was that conversation? 

A. That was in reference to getting the at- 
tachment removed. 

Q. What was said by the various parties? [96] 

A. J ean’t recall what was said. We went there 
for one purpose, to get the attachment removed. 

@. Can you tell us in substance and effect what 
each of the parties stated? 

A. Naturally they said they were not going 
to take it off. 

@. What did you or Mr. Kleinman say, if any- 
thing? 

A. We tried to work out a deal to get them 
to remove the attachment. 

Q. Did Judge Pacht ask you in the presence 
of Mr. Kleinman for the payment of the money 
that was owed to Simons Lunch Room? 

A. I don’t recall whether he did. 

Q. Judge Pacht had been after you for some 
time to get you to pay that account, hadn’t he? 

Mr. Wolver: That is objected to as being in- 
competent, irrelevant, and immaterial. 

The Referee: Sustained. I think it may be as- 
sumed that they ran an attachment and they asked 
for their money. 

Q. By Mr. Chotiner: Did you say anything 
to Judge Pacht in the presence of Mr. Kleinman 
as to your ability to pay the money at that time? 

A. He asked for it and I wasn’t able to give 
it to him, so there wasn’t much more to be said. 
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Q. After that conversation took place there in 
Judge Pacht’s office, did you have another con- 
versation with Mr. [97] Kleinman, or with some- 
one else in the presence of Mr. Kleinman, in which 
the subject of the Simons Lunch Room attach- 
ment was discussed ? 

A. Mr. Kleinman and myself had several con- 
versations about that. 

Q. What were those conversations? 

A. Well, to try to work out a deal, how we could 
get that attachment removed. 

Mr. Dienstag: May I ask for the time of those 
conversations and the place or places where they 
took place, and other persons present? 

The Referee: If the witness is able to do it. 
Obviously, there was such a close association be- 
tween these two gentlemen that I doubt whether 
the witness with any degree of accuracy could re- 
cite exactly where each specific conversation took 
place. The Court understands the record to be 
that all of these conversations took place more or 
less immediately after Mr. Kleinman returned from 
San Francisco while the attachment was pending. 

Mr. Dienstag: I am particularly interested in 
the parties present, if the witness remembers. I 
think he should state whether or not he remembers. 

The Referee: Perhaps we can clear it up along 
this hne. How long was the attachment on, Mr. 
Zemansky ? ; 

A. I believe it was on there for two or three 
days. 
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Q. Two or three days. During that time, how 
many [98] times would you say you talked to Mr. 
Kleinman about it? 

A. Probably had about three conversations. 

Q. And outside of the Provident Loan office and 
Judge Pacht’s office, do you recall any other place 
now where you met him and talked to him? 

A. I don’t reeall. 

Q. Don’t you recall any other place? Of course, 
vou walked back and forth, didn’t you, on the 
street, going from your place to Judge Pacht’s 
office ? ay ips rie aie 

@. Do you remember at any of those conver- 
sations that we are now talking about, anyone else 
participating in the conversation or being present? 

A. I don’t recall who was present other than 
Mr. Kleinman and myself. 

@. Were any of your brothers in on it? 

A. I don’t believe they were. 

Q@. You don’t think they were. Or any of your 
employees of Provident Loan or any other asso- 
clates of yours of Provident Loan? 

A. I can’t recall any other one. 

@. You can’t recall anyone else. A. No. 

The Referee: I think that is the difficulty. The 
witness can’t give us the foundation. 

@. By Mr. Chotiner: Now, will you tell us 
what the [99] conversations were with Mr. Klein- 
man? 

A. We are right back where we were before. 
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We were trying to work cut a deal, how to get 
the attachments removed. 

Q. Did you finally come to some conclusion with 
Mr. Kleinman regarding that subject matter? 

Mr. Wolver: That is objected to as calling for 
the conclusion of the witness. 

®. By Mr. Chotiner: Mr. Zemansky, can you 
tell us now in substance or effect what you said 
and what Mr. Kleinman said? 

A. We decided that the only way we were go- 
ing to get anywhere was to try and secure them. 

Q. What did Mr. Kleinman say about that sub- 
ject, if anything? 

A. He thought that was probably the best thing 
to do. 

@. Did you discuss with Mr. Kleinman where 
you were going to get the security to give the 
Simons Lunch Room people? A.  WVees. 

@. Where was that discussion held? 

A. ‘That was in the office of the Provident Loan 
Association. 

@. When was that? 

A. During the period of time the attachment 
was on the place. [100] 

Q. What was said regarding that subject 
(Interruption) 

The Referee: Go ahead. 

The Witness: What was the question? 

Q. By Mr. Chotiner: You are being asked now 
what was said about the manner in which you 
would secure Simons? 
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A. We would secure them by those loans. 

Q. Was anything said as to what loans were 
going to be used? A. Yes, there was. 

Q. What was said? 

A. Mr. Kleinman said we could use some of 
his loans in order to expedite the matter and get 
the Sheriff out of the place. 

Q. Did you do that? 

A. I believe that was done. 

Q. By Mr. Chotiner: Had you ever asked Mr. 
Kleinman’s advice regarding financial matters con- 
cerning the company prior to the giving of the first 
security to him? [101] 

Mr. Dienstag: That is objected to on the ground 
that it has been asked and answered once before, 
and the witness stated he had not discussed the 
financial affairs with Mr. Kleinman. 

The Referee: Overruled. Proceed. 

(Question read.) 


A. No. [102] 

Q. Did he assist in the handling of the pledges 
there during the consummation of the transaction 
whereby security was given to the Simons Lunch 
Room people? A. I think he did. 

Q. What did he do, if anything ? 

A. He merely assembled the loans to the amount 
that we had agreed on, that Simons were to be se- 
cured with. i 

@. And what did he do in the assembling of the 
loans? 
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A. He took the loans out of the drawers in the 
vault and put them in a separate drawer. 

Q. Where did Mi. Kleinman go, if any place? 

A. I imagine he went home. [£103] 

Q. While this transaction was being consum- 
mated, did he come into the same room where you 
and Judge Pacht were? 

A. No, he was in the front office, in a different 
office where the Simons were. 

@. At the time you went to Judge Pacht’s office, 
the first time there, when you say Mr. Kleinman ac- 
companied you, was the subject matter discussed 
in Mr. Pacht’s office regarding the Gans account? 

A. Iam not certain as to that. 

Q. Did you ask Mr. Kleinman to accompany you 
to Judge Pacht’s office? A. Yes. 

@. When you asked him that what did Mr. 
Kleinman say, if anything? 

A. He said he would be pleased to go with me. 

Q. Why did you ask Mr. Kleinman to accom- 
pany you? 

Mr. Wolver: That is objected to as ealling for 
the conclusion of the witness. 

The Referee: Overruled. 

A. Well, he was associated with me in the busi- 
ness and I thought I could rely on him for some 
suggestion he might have to offer. 

Q. Why did vou ask him—(withdraw that) 

When you had vour telephone conversation with 
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Mr. Kleinman, did you ask him to come back to 


Los Angeles ? A. Yes. [104] 
Q. What did Mr. Kleinman say to that, 1f any- 
thing ? 


A. He said, ‘‘Why don’t you do the same with 
the Simons as you have done for me ?”’ 

@. How was that? 

A. I thought he said, ‘‘Why don’t you do the 
same with Simon as you have done for me?’’ but 
1 am not certain as to that. 

Q. Why did you ask Mr. Kleinman to come back 
to Los Angeles? 

A. I thought he might be able to assist me finan- 
ciallv and we could straighten the matter out. 

(). Had you discussed this subject matter of the 
Simon attachment with any other employee of the 
business ? 

Mr. Wolver: That is objected to as being inecom- 
petent, irrelevant, and immaterial. 

The Referee: Overruled. 

A. Had I discussed it, no. 

Q. By Mr. Chotiner: Did you ask any other 
employee to go with you to Judge Pacht’s office? 

A. No. 

Mr. Wolver: That is objected to on the same 
ground. 

The Referee: I don’t think so. Overruled. 

The Witness: No. 

@. By Mr. Chotiner: Had you asked any other 


174 Sam Klewman vs. 


(Testimony of Sol Zemansky. ) 
employee for any suggestions as to how to handle 
the situation ? 

Mr. Wolver: The same objection, your Honor. 

[105 | 

The Referee: Overruled. 

A. No. 

Q. By Mr. Chotiner: Now, did you ask Mr. 
Kleinman to be at the Provident Loan Association 
office the night that the security was given to the 
Simons Lunch Room people? 

A. I ean’t recall that. 

Q. Can you relate to the Court the cireum- 
stances under which Mr. Kleinman came over to the 
Provident Loan Association that night? 

A. I can’t recall. 

@. Can you recall whether be volunteered to 
come over or whether you asked him to come? 

A. I could not recall that. 

@. Did anyone ask him in your presence to be 
there ? A. Not that I know of. 

Q. Did Mr. Kleinman remain there until the 
transaction was completed with Judge Pacht? 

A. I don’t recall. [106] 

Q. By Mr. Chotiner: Mr. Zemansky, did you 
ever ask Mr. Kleinman for any suggestions as to 
how you were going to work out your financial 
problem at the Provident Loan Association ? 

Mr. Wolver: That is objected to, vour Honor, 
as assuming a fact not in evidence, that there was 
a financial problem. 
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The Referee: Overruled. 
Mr. Wolver: Also asked and answered. 
The Referee: Overruled. 
The Witness: What was the question ? 
(Question read.) 


A. No. 

Q. By Mr. Chhotiner: Did you ever ask his 
advice regarding that subject matter ? 

Mr. Wolver: ‘he same objection. 

The Referee: Overruled, [108] 

A. No. [109] 

The Referee: Overruled. The question, Mr. 
Zemansky, 1s who first broached the idea of Mr. 
Kleinman going to the Union Bank and borrowing 
money, which in turn he would loan to you? 

A. I believe Mr. Kleinman told me he would 
be able to get some money at the Union Bank. 

Q. By Mr. Chotiner: When was it that he first 
told you he could get some money at the Union 
Bank? 

A. Jt is very hard for me to fix the date. 

Q. Well, was it before January of 1939, or 
after? 

A. It is very hard for me to fix the date. 

@. Do you recall, Mr. Zemansky, for the pur- 
pose of refreshing your memory, was this money 
borrowed at the Union Bank sometime in March 
of 1938? 

A. There is only one way I would be able to 
know, and that is by the bookeeper. 
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Q. Don’t you recall at this time when it was 
that you borrowed some money from Mr. Kleinman, 
on which you were [110] only paying seven per 
cent interest? 

A. I think the date of the note would fix it; 
that was when he got the money. 

Q. Yes, but can you tell us what year that was 
in? 

A. Idon’t know what year it was. 

Q. Isn’t it true that you borrowed $2400 from 
Mr. Kleinman, which he told you he obtained from 
the Union Bank in March of 1938? 

A. ‘The only way I would be able to identify the 
transaction is the seven per cent interest was the 
money that is presumed to have come from the 
Union Bank. [111] 

Q. By Mr. Chotiner: Can you tell us approxi- 
mately how long before the attachment was levied 
that Mr. Kleinman told you he was borrowing 
money at the Union Bank? 

A. The transaction in particular was, according 
to the attorney for Mr. Kleinman, made in 1938, 
of $24,000. 

Q. Now, then, at the time when the money was 
borrowed at the Union Bank, had there been a dis- 
cussion with Mr. Kleinman regarding the condition 
of the cash drawer and available money to make 
loans with? 

A. I don’t recall any such conversation. 
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Q. Why was the money borrowed at the Union 
Bank, if you know? 

A. I assume I must have told him that we were 
short of money and he arranged to get the money 
for me. [112] 

The Referee: Yes, all right. Mr. Gemansky, you 
recall the time, don’t you, when Mr. Kleinman said 
he would go to the Union Bank and borrow some 
money and loan it to you? A. That is correct. 

Q. Did that come about as a result of just one 
conversation with Mr. Kleinman, or was it a series 
of conversations over a period of time ? 

A. Well, as a rule, every time I asked Mr. Klein- 
man for anything he always gave whatever I asked, 
so it wouldn’t take many conversations. [114] 

(. Well, how did it start? 

A. Well, I amigine there was some rush need 
for the money. I said, ‘‘Sam, can you get me some 
money ?’’ and he said, ‘‘I will see what I can do,”’ 
and went down and got the money. I don’t recall 
what I said I needed the money for. 

Q. You don’t remember? A. No. 

Q. You mean to tell the Court you don’t now 
recall any of the details of that conversation, ex- 
cept that Mr. Kleinman said he would go and get 
the money and loan it to you? 

A. That was the wav it was done. 

Q. How often did Mr. Kleinman go and borrow 


money from some other source other than his own 
finances, and loan it to you? 
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A. He loaned me a considerabie amount ot 
money at different times. I wouldn’t know where 
he procured it except this one time when he went 
to the Union Bank to borrow it; otherwise, I never 
questioned him where he got the money. [115] 

Q. You don’t remember when it was? 

A. It was prior to the date of the execution of 
that note. 

@. What is the date of that note, gentlemen, 
does anybody know? 

Mr. Horn: The note of March, 1938, I believe. 

Mr. Chotiner: March 25, 1938. 

The Referee: Have you the note, gentlemen? 
You ought to have it. It is a canceled note, isn’t 1t? 

Mr. Laugharn: March 25, 1938. 

Mr. Wolver: The note was $19,000, according to 
that exhibit; then July 26th, $3,000; March 26th, 
another $2,000 note; calling your attention to Trus- 
tee’s Exhibit No. 3, lines 29 to 30, inelusive. 

The Referee: Was this item of $19,000 on March 
295th, 1938, a Union Bank transaction ? 

A. I couldn’t sav definitely about that. 

Mr. Chotiner: That is one that bore seven per 
cent interest. 

The Witness: All seven per cent interest was 
supposed to be from the Union Bank, as Mr. Klein- 
man did not want to charge me any more interest 
than what the Union Bank had been charging him. 
That is how I can identify the money. [116] 

The Referee: I think we ought to complete our 
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record. Trustee’s Exhibit 6 by reference is a copy 
of the contract dated March 22, 1939, covering a 
loan of $2,510, attached to the Kleinman claim, and 
then there is the stipulation that all subsequent con- 
tracts are in the same form. I think we should read 
into the record a list of the dates and the amounts 
of the subsequent contracts. 

Mr. Wolver: Isn’t that in the record, in our 
proof [117] of claim? 

The Referee: JI would like to have it stipulated 
that the items in your proof of claims are correct. 
Perhaps counsel will be unable to do that for the 
moment on account of that $3,750. We are simply 
identifying the form of the contract. If there is 
no objection, I will read it into the record now, and 
then the reporter will have it. 

Mr. Chotiner: We can check it against my list 
as we go along. 

The Referee: I am going to read from page 3 
of the claim. All subsequent contracts after that of 
March 22nd in the sum of $2,510 are these: March 
28th, $2,000; March 31st, $2,200; April 5th, $2,000; 
April 3rd, $2,500; April 8th, $2,000; April 11th, 
$2,200; April 13th, $2,100; April 15th, $2,200; April 
18th, $2,500; April 21st, $2,000; April 24th, $1,500; 
April 28th, $2,500; May 2nd, $1,200; May 9th, 
$3,700; May 13th, $2,000; May 25th, $3,400; June 
2nd, $3,750; June 7th, $3,400; June 23rd, $3,900; 
June 28th, $4,600; July 5th, $2,400. 

@. By Mr. Chotiner: Mr. Zemansky, prior to 
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the giving of the security to Mr. Kleinman, did you 
discuss your business with him? A. Yes. 

Q. How often would you say that conversations 
took place? [118] 

A. That is something I wouldn’t know, but I 
had several conversations with him. 

Q. And extending what period of time? 

A. Oh, probably over a period of six or seven 


months. 
Q. Prior to the time he obtained his security ? 
A. Yes. 
@. And who was present at those conversations ? 
A. Myself and Mr. Kleinman. 
@. Was anyone else ever present? 
A. i don’t recall. 
@. And where did those conversations take 


place? A. At the Provident. 

@. What were the conversations ? 

A. Just that we probably could do more busi- 
ness if we had more money. 

Q. What did Mr. Kleinman say regarding that? 

A. There wasn’t anything said. | 

@. Was that the extent of the conversation that 
you had with him on each one of those occasions? 

A. Well, that is about the substance of it. 

Q. What was your purpose in telling that to 
Mr. Kleinman? 

Mr. Wolver: That is objected to, vour Honor, 
as calling for the concusion of the witness. 

The Referee: Sustained. 
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Q. By Mr. Chotiner: Why did you tell that to 
Mr. [119] Kleinman? 

Mr. Wolver: The same objection. 

The Referee: Sustained, unless you told Mr. 
Kleinman why you said those things; did you do 
that, did you explain that? 

A. Yes, I told him we were refusing loans. 

Q. By Mr. Chotiner: What did you tell him 
when you said you were refusing loans? 

A. We could make more loans if we had more 
money. 

@. Was that the extent of the conversations re- 
garding the subject of your refusing loans? 

A. Weil, you could talk a long time, but that 
was the principal substance of it. 

@. When vou talked a long time, I am trying to 
find out, Mr. Zemansky, what was said as you can 
best now recall it. 

A. Well, nothing other than if we had some 
more money we could make loans; we had to refuse 
loans that were coming in, that were being offered. 

Q. Was anything said as to why you didn’t have 
sufficient money to make loans? 

A. No, there wasn’t anything said at the time, 
that I recall. 

Q. Did Mr. Kleinman ask you why you didn’t 
have sufficient money to make more loans? 

A. I don’t recall that he did. [120] 

Q. Was that subject matter discussed in any 
fashion whatsoever with him? 
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A. No, nothing other than we were refusing 
business, it was really tood bad we had to refuse 
business when we had such excellent opportunities 
to get the merchandise. 

@. At the time those conversations took place, 
was Mr. Kleinman still selling jewelry that was ob- 
tained by failure of redemption ? A. Yes. 

Q. And were there very many cases like that 
during that period of time where customers failed 
to redeem their property ? 

A. Well, there was always a certain amount of 
unredeemed pledges. 

Q. Did that run to any great volume? 

A. I couldn’t say exactly; it was considerable. 

@. You say considerable; what do you mean? 

A. I eouldn’t fix it in dollars and cents, because 
I don’t know. 

@. When he would sell that jewelry, where did 
that money go? 

A. That mone ywas sent down to the Main 
Street store. 

Q. Was anything said to Mr. Kleinman or did 
he say anything to you, after that money would 
come back in the cash drawer for the purpose of 
making loans, as to whether there was still suf- 
ficient money to make loans? [121] 

A. I don’t reeall anything like that. 

(). At the time that you first gave security to 
Mr. Kleinman, did your habilities exceed your 
assets ? 
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Mr. Wolver: That is objected to, your Honor, 
unless he knew at that time. I believe the rule is 
whether or not he knew it at that time, not at some 
subsequent discovery. 

The Referee: We are not now asking about the 
effect on Mr. Kleinman. The question goes to the 
question of solvency at the time the security was 
given. I don’t think it would make any difference 
whether the witness then knew the ratio of assets 
to liabilities, or whether he discovered them later. 
It was one of the difficulties of this business. Over- 
ruled. You may read the question. 

(Question read. ) 


Well, I did not know. 

By Mr. Chotiner: Did you ever know? 
Not until the bankruptcy. 

When you say ‘‘not until the bankruptcy,”’ 
do you mean at the time you filed your petition for 
arrangement under Chapter 11? 

A. That is correct. 

Q. Was that the first time that you ever knew 
that your liabilities exceeded your assets? 

A. That was about the first time. 

Q. When you say that was about the first time, 
can you [122] tell us when was the first time that 
you knew your habilities exceeded your assets? 

A. Well, I never knew definitely insofar as there 
Was no way for me to determine it. 

@. When did you first find out that your lia- 
bilities exceeded your assets? 


OPO 
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A. The only time I could say was when people 
were pressing me for money, I didn't have enough 
money to pay them off at one time. 

Q. When did they start pressing you for pay- 
ment ? 

A. Probably six months or so of the petition. 

Q. Did anyone press you for payment prior to 
six months before filing your petition ? 

A. Yes, I had people pressing me, but I was 
always able to take care of the obligations. 

Q. Did you have sufficient money on hand with 
which to pay your obhgations when they pressed 
vou for payment? 

Mi. Woiver: That is objected to as being incom- 
petent, irrelevant, and immaterial, not proof of sol- 
vency or not. It is in the State Court, but not in 
this Court. 

The Referee: Overruled. 

Q. By Mr. Chotiner: Did you have money on 
hand to meet obligations when you were pressed 
for payment at a period prior to six months before 
the filing of your petition? A. Yes. [123] 

Q. Where did you get the monev to meet those 
obligations ? 

A. Just refused loans, refused loans in the loan 
department. 

@. By Mr. Chotiner: Do you know approxi- 
mately what the total of vour obligations was, of 
Zemansky Brothers, at the time the security was 
given to Mr. Kleinman? A. I didn’t know. 
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Q. Was it more than $100,000? 
A. I didn’t know the figures at the time. 
Q. Was it more than $100,000, Mr. Zemansky ? 
A. I imagine it was more than $100,000, because 
Mr. Kleinman’s claim was $100,000. 
Q. Was it more than $500,000 ? 
A. I don’t know the figures. 
@. Can you approximate what the figures were? 
A. No, I could not approximate them. [124] 
Q. By Mr. Chotiner: Did you ever discuss with 
your brother, David ZGemansky, the amount of 
money that was being paid as interest to your cred- 
itors? 
Mr. Wolver: That is objected to, your Honor. 
Mr. Chotiner: It calls for a yes or no answer. 
The Referee: Overruled. Did you talk to your 
brother Dave about the interest ? 
A. I don’t recall. 
(At this point, there was a discussion be- 
tween Court and counsel as to adjournment.) 


Mr. Chotiner: There is one thing, before I forget 
it, [126] and that is that the attachment by the 
Simons Lunch Room people was levied on February 
27, 1939. [127] 


By Myr. Chotiner: 

Q. Mr. Zemansky, at the time you filed vour 
petition under Chapter 11. you were aware of the 
total liabilities of Zemansky Brothers. isn’t that 
correct ? A. Yes sir. 
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@. Was there any substantial change in the 
amount of those liabilities within a period of one 
vear prior to the time you filed your petition? 

A. I don’t believe there was any material dif- 
ference. 

@. And at the time the petition was filed, you 
were familiar with the amount of the assets of 
Zemansky Brothers, isn’t that correct? 

A. Approximately. 

@. Was there any substantial change so far as 
the assets were concerned within a year of the 
time prior to the filing of the petition? 

A. I don’t believe there was any material dif- 
rerenice: 

@. And the schedule that you filed at the time 
or shortly after the time that the petition itself 
was filed, [128] is a true and correct statement 
of the liabilities and assets of Zemansky Brothers, 
isn’t that correct? A. Thatis comrect, 

Min, Chotiner: At this time, 1f your Honor 
please, we offer as Trustee’s exhibit next in order 
by reference the schedules of Zemansky Brothers. 

The Referee: Only one set of schedules filed, 
any amendments or anything? 

Mr. Laugharn: I don’t think there were any 
amendments. If there were, we might include them. 

Mr. Chotiner: Whatever there may be. 

The Referee: Trustee’s Exhibit 7 by reference, 
debtor’s schedules and amendments, if any, as filed 
herein. [129] 

Q. By Mr. Chotiner: I will now show you, 
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Mr. Zemansky, a form here headed Provident Loan 
Association, which bears a number, 52,508, and 
ask vou what that is and what it represents. 

A. That is a document that we used at the 
Provident in taking in loans from a party. 

Mr. Chotiner: Now, we ask that this be marked, 
if the Court please, as Trustee’s exhibit next in or- 
der, in evidence. We will connect it up so far as 
the transaction is [130] concerned. 

Mr. Dienstag: May I suggest that it be marked 
for identification rather than in evidence until the 
foundation is laid for putting it in? 

The Referee: I understand this is merely a 
specimen. 

Mr. Dienstag: Mz. Chotiner said in evidence. 

Mr. Chotiner: Simply a specimen. 

Mx. Dienstag: All right, no objection. 

The Referee: However, let’s establish the fact, 
if it is a fact, that this particular form was used 
at all times during the Kleinman transactions. 

Mr. Chotiner: Very well. 

Q. Mr. Zemansky, do you know when it was 
that the Provident Loan Association first started 
using this form of pledge ticket? 

A. I believe it was sometime after March of 
e3o 

Q. After March of 1939? 

A. You could verify the exact date by the 
printer, if you had to. 

Q. Do you know what number was first used 
when you started using this form? 
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A. I don’t know. I believe it was 50,000, but 
J am not certain as to that. 

Q. At any tate, after March of 1939, this was 
the form that was used whenever loans would be 
made to customers, is that correct? [131] 

A. That is correct. 

Q. Now, will vou describe or tell the Court what 
was done with the portion entitled *‘ Provident Loan 


4 


Association,’’ and which is the longer or the long- 
est piece of this triplicate ticket? 

A. ‘That is the part of the ticket that the cus- 
tomer received. 

Q. What was done with the two duplicate slips? 

A. One was put on our file with the signature 
and the other, I believe, was turned over to Mr. 
iv ieinman. 

@. When you say that the other one was turned 
over to Mr. Kleinman, when was it turned over to 
him with relation to the time that the pledge was 
made by the customer ? 

A. Iam inclined to believe that when the pledges 
were turned over, the stub was turned over to 
hun. and that followed every time there was a new 
bimch of loans accumulated. 

@. Was the stub turned over to Mr. Kleinman 
at the time that the pledge was made by the cus- 
tomer ? 

A. That is something I don’t know, because I 
never handled the transaction directly with him. 

Q. Who handled this transaction directly with 
him, if you know? 
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A. I think it was Mr. Kravitz or my brother 
Abe. I am not sure which one. 

Q. Where were the stubs kept at the place of 
business? [132] 

A. In the loan department room. 

@. Where was that? 

A. In the Provident, right in the room where 
the cash drawer was located. 

Q. Then the stubs were placed in a box and 
kept in the cashier’s cage, is that correct? 

Po Pha +s correct. 

@. Whenever the stubs were turned over to 
Mr. Kleinman, from what source did those stubs 
come, if you know? 

A. I don’t know. 

@. Then I take it that you didn’t handle any 
of those transactions yourself, is that correct? 

A. J handled none of them myself. 

Q. The second duplicate stub was kept in your 
files there at the Provident, is that correct? 

“A. That is correct. 

(). Now, was there any segregation made of the 
stubs representing pledges that were given to Sam 
Kleinman for security from the other stubs which 
had not been given to Mr. Kleinman for security ? 

A. I think they were all kept together. 

The Referee: Were there objections to this? 

(No response. ) 


The Referee: This will be marked Trustee’s 
Exhibit No. 8. 
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@. Now, prior to the time that you started 
using the [133] form of pledge ticket beginning 
with No. 50,000, what was the form of the pledge 
ticket ? 

A. Just the ticket and the stub. 

Q@. By Mr. Chotiner: Did the Provident Luan 
Association or Zemansky Brothers ever send any 
notice to any of its customers that their pledges 
had been given to Mr. IsSleinman as security? 

Ay Ne 

@. Were any notices of any kind sent to those 
customers regarding that subject matter? 

Ao IN. 

(J. Who made collection on those pledges? 

A. Any of the employees of the place. 

@. Now, then, will you explain to the Court 
what would be done whenever a customer failed 
to redeem the pledge within the time allowed? 

A. We would generally send them an interest 
notice at three months, then nine and twelve months, 
notifying them that interest was due, and at the 
end of that time, if [184] we needed the merchan- 
dise, we would pull out the pledge as expired. 

@. What do you mean when you say you pulled 
out the pledge? 

A. Well, we would look at the stub, see that 
no interest was paid on the pledge, and took the 
pledge and put it in with the merchandise. 

@. Would you dispose of the pledge or pull the 
pledge as you have termed it without taking into 
consideration the ticket or the stub that you had? 
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A. We always referred to the stub. 

Q. What description, if any, was placed on the 
stub, so far as the merchandise was concerned? 

A. Just the usual description of the article. 

Q. Was any description of the merchandise 
placed on the customer's portion of the ticket? 

A. No. 

Q. Weil, wasn’t any description of any kind put 
on there? 

A. Well, we would write on the customer’s por- 
tion whether it was a watch or a ring. That’s as 
far as we needed to describe it, except that it was 
an accurate description. 

Q. Will you explain to the Court what you 
mean when a pledge has expired? 

A. Well, at the end of 12 months the pledge 
was [185] forfeited to us. That is the way the 
law operated. We generally held them over 135 
months ourselves. 

Q. i will now show you an envelope and ask 
vou what that is. 

A. Vhat is a container which we used to put 
the pledge in. 

Q. And is that the form of envelope that was 
used by the Provident Loan Association during all 
of the time of vour transactions with Sam Klein- 
man? 

A. Wherever the article was not capable of be- 
Ing put in the bag, it was wrapped up in paper. 

Mr. Chotiner: I ask that this be marked as 
Lrustee’s exhibit next in order in evidence. 
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The Referee: Trustee’s Exhibit No. 9. 

Q. By Mr. Chotiner: What was the name that 
was used for that envelope? 

A. Just a bag, that is all, a pledge bag. 

The Referee: What do you eall it? 

The Witness: <A pledge bag. 

Q. By Mr. Chotiner: Wall you describe or ex- 
plain to the Court what the information that 1s 
primted on the pledge bag represents? 

A. ‘The first tine would be the number of the 
pledge. 

@. From what would you obtain that number? 

A. From the stub. 

@. That is the pledge ticket stub that you refer 
to? [136] 

A. That is right. The second line is the amount 
of the loan. 

Q@. Where did you obtain that information? 

A. From the stub. The third line would be the 
interest, and on this hne would be the date the 
loan was taken out. 

@. When vou say ‘‘on this line,’ vou are re- 
ferring to the fourth line; it has no printing 
on it? A. That is correct. 

. What was placed on that line? 

A. “siem@latenof thie pledge. 

@. Where did vou obtain that information ? 

A. Fyrom the stub. 

Q. Would you dispose of the contents of the 
pledge bag without considering the stub? 

A. No. 
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Q. Would vou dispose of the stub without tak- 
ing into consideration the pledge bag and the mer- 
chandise contained in it? 

A. I don’t quite get vour idea, disposing of the 
stub. 

Q. Well, would anything be done with the stub, 
so far as canceling without considering the pledge 
bag? 

A. The only time the stub would be canceled 
would be in event of a redemption. 

Q. When that would happen, what would you 
do with the pledge bag and its contents? 

A. Deliver it to the customer. [137] 

Q. Now, after the security had been given to 
Mr. Kleinman, did all of the clerks of the Provi- 
dent Loan Association have access to those pledges? 

A. I believe so. 

@. Well, if a customer would come in and want 
to pay interest or redeem a pledge, which was one 
that had been given to Mr. Kleinman for seeur- 
ity, were any of the loan clerks allowed to handle 
the transaction ? A. Yes. 

©. Do vou know Mr. Leo Kravitz? 

A. Yes. 

Q. He was a loan clerk there, is that correct ? 

fe Bhat is corfect. 

Q. Do you know My. Robert Sego? 

A. Wes. 

Q. Was he a loan clerk at the Provident? 

A. Yes. 

@. Mr. Abraham Zemansky was your brother? 
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mm. © Wigs 
(). Was he working there at the Provident Loan 
Association ? A. Yes, he was. 


@. Did all of those individuals just named, Leo 
Kravitz, Robert Sego, and Abraham Zemansky han- 
dle any of the pledges, insofar as the payment of 
interest or redemptions were concerned, when those 
pledges had been [138] given to Mr. Kleinman as 
security ? AL Mies sik 

Q. Did you handle any of those? 

A. I don’t believe I ever handled any of them. 

Q. Whenever any of the clerks would go into 
the vault for the purpose of handling one of the 
pledges, for the purpose of receiving interest pay- 
ments or redemptions, did Mr. Kleinman go with 
the clerk at the same time? 

A. It don’t believe so. 

Q. Did Mr. Kleinman have a key to the boxes 
which contained the pledges that had been given 
to him as security ? 

A. Why, I believe that worked this way, Mr. 
Chotiner. There was a key that unlocked a cer- 
tain section of all the boxes, and that key was in 
a drawer, and they would have access to the vault 
and have access to that key. They picked up the 
key and went in and unlocked the boxes. 

@. Did all of the clerks have access to the safe 
key? 

A. All the loan clerks had access to it. 

Q. That key was kept in this drawer for the 
use of all the loan clerks? 
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A. Some of them had it on their key ring, but 
there was an extra key in the drawer. 

The Referee: Let us have some evidence at this 
time, if you don’t mind, as to who had access to 
the vault itself. 

@. By Mr. Chotiner: Who opened the vault in 
the [139] morning, Mr. Zemansky ? 

Eee Vireiranatz. 

Q@. Mr. Kravitz. Was Mr. Kleinman required to 
be present at the time the vault would be opened? 

i. No. 

@. Was he present whenever the vault would 
be opened ? 

A. He had no regular hours in the morning 
when he would get there. 

@. Did anyone else have access to the opening 
of the vault? 

A. It was generally opened by Mr. Kravitz. 

Q. Did anyone else have access to the combi- 
nation ? 

A. We all had the combination of the vault. 

Q. When you say ‘‘all,”’ you refer to whom? 

A. The three brothers. 

@. Did Mr. Kleinman have the combination to 
the vault? A. I don’t believe he did. 

(). When was the first time that the subject 
of giving security to Mr. Kleinman was discussed ? 

A. Jl believe it was the latter part of 1938 or 
the early part of 19389. 


(. Did Mr. Kleinman tell you why he wanted 
security ? 
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A. He said he was obliged to go away on a va- 
cation, if I recall, and would like to be secured. 
That is the substance of the conversation. 

Q. Did he give any other reason as to why he 
wanted [140] security ? 

A. Yes, I believe there was another reason. 

Q. What reason did he give? 

A. I think he said at that time he thought he 
would be in a position to secure some more money 
at the Union Bank at that time. 

Q. Did Mr. Kleinman say anything about the 
fact that he would feel better about it if he had 
security ? 

A. Yes, he said he would feel better while he was 
away on his trip. 

Q. What did he say in regard to that subject 
matter, 1f there was anything else said? 

A. That was just about all that was said. 

Q. Did Mr. Kleinman say anything as to why he 
would feel better about it if he had security? 

A. He didn’t say. 

@. Did you say anything to him about whether 
it was necessary for him to have security? 

A. ‘We, I don’t believe I did. [141 

Mr. Chotiner: So there won’t be any doubt about 
the record, at the time vou first discussed this sub- 
ject with Mr. IXleinman, did you have any other 
creditors ? hm. Yes. 

@. There were quite a number of them? 

ih, Maes: 
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Q. By Mr. Chotiner: Did any of the other 
creditors have security at that time? A. Yes. 

@. Which creditors? 

A. I believe Wulfson and the Citizens National 
Bank. [142] 

Q. By Mr. Chotiner: Mr. Zemansky, did Mr. 
Kleinman ever say anything to you regarding the 
subject matter of the Wulfson and the Citizens 
Bank having security ? 

Mr. Dienstag: I object on the ground that it 
has been asked and answered. 

The Referee: Overruled. Read the question. 

(Question read.) 


A. IL don’t recat] any conversation about it. 

Q@. By Mr. Chotiner: Did Mr. Kleinman know 
that the Wulfsons and the Citizens Bank account 
were secured, if vou know? 

Mr. Wolver: That is objected to as a conelu- 
slom O11 the witness. 

The Referee: He said, if you know. Overruled. 

The Witness: If I knew? 

My. Chotiner: Wiuill vou read the question ? [143] 

The Referee: Let us put it this way. Do you 
know of your own knowledge that Ma. Kleinman 
knew of the security held by the Wulfsons and the 
Citizens National Bank? 

Mr. Wolver: Mav our objection be noted to the 
Court’s question on the same ground, that it calls 
for the conclusion of the witness? 

he Referee: Certainly. 

Mr. Wolver: And on the ground that one man 
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ean never know what another man knows unless 
he has examined an instrument or participated in 
the conversation or has discussed with him. 

The Referee: Overruled. Do you understand the 
question ? 

The Witness: Yes, I understand the question. 
He may have known about those pledges. 

Mr. Wolver: If am going to ask that that be 
stricken on the ground it is a conclusion and 
conjecture. 

The Referee: Yes, it may go owt. Proceed. 

Q. By Mr. Chotiner: Where were the pledges 
kept that had been given to Wulfson and the Citi- 
zens Bank as security? 

Mr. Dienstag: That is objected to on the ground 
that it is incompentent, irrelevant, and immaterial, 
and has no bearing upon the issues in this case. 

The Referee: Overruled. 

The Witness: The Citizens National Bank 
pledges were [144] kept at the Citizens National 
Bank branch between 7th and 8th on Hill. 

Q. By Mr. Chotiner: Where were the Wulf- 
son pledges kept? 

Mr. Wolver: The same objection. 

The Referee: Overruled. 

A. The Wulfson ones were originally, I believe, 
at the dth and Spring Street Branch, and latey 
transferred to the 7th and 8th Street Branch on 
Hill Street, of the Citizens National Bank. 

Q. By Mr. Chotiner: Whenever a customer 
would come in the Provident Loan Association and 
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wanted to redeem a pledge that had been given 
either to Wulfson or the Citizens Bank as security, 
what was the procedure followed in effecting that 
redemption? 

Mr. Wolver: That is objected to as being incom- 
petent, irrelevant, and immaterial, and not binding 
on the claimant. 

The Referee: Overruled. I take it, this is all 
preliminary. 

Mr. Chotiner: Yes, we will connect it up with 
Mr. Kleinman. 

The Witness: They would take the amount of 
the money 

Q@. By Mr. Chotiner: Who would take the 
amount of the money? 

A. The loan clerk Mr. Kravitz generally would 
handle those transactions, and go down and pay 
the Citizens Bank [145] the money, receive the 
pledge and then deliver it to the customer. 

Q. Did Mr. Kleinman ever go to the Citizens 
Bank and handle one of those redemptions ? 

A. I don’t believe he did. 

@. Would you say definitely that he did or did 
not? 

My. Wolver: That is objected to, your Honor, as 
being incompetent, irrelevant, and immaterial, and 
cross-examination of the questioner’s own witness. 

The Referee: Overruled. 

Mr. Wolver: Leading and suggestive. 

The Referee: Overruled. 
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A. I ean’t reeall of him ever having gone and 
getting any of those loans. 

Q. By Mr. Chotiner: Did you ever have a dis- 
cussion with Mr. Kleinman regarding the subject 
matter as to where the pledges were to be kept 
that were going to be given to Mr. Kleinman as 
security ? 

A. Yes, there was a conversation with reference 
to that. 

Q. What was that conversation? 

A. Mr. Kleinman, [ believe, wanted a safe in 
the front office that he occupied to keep the loans 
in there. That was one of his ideas. 

@. What did you say to that? 

A. I told him [ didn’t beheve that it was neces- 
sary. [146] 

Q. Give us the rest of the conversation, if there 
was any. 

A. That is about all there was to the conversation. 

Q. During that conversation, was there anything 
said about the Wulfson and Citizens Bank pledges 
being kept at the Citizens Bank ? 

Mr. Wolver: That is objected to as being com- 
pound and also already asked and answered. 

The Referee: Overruled. 

A. I don’t reeall any conversation about that. 

Q. By Mr. Chotiner: Directing your attention to 
February 24, 1939, and to Trustee’s Exhibit No. 4, 
being the contract dated February 24, 1939, are you 
familiar with that contract? A. Partially. 
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Q. Will you explain to the Court where you were 
when that contract was signed ? 

A. In San Francisco. 

Q. And who prepared that contract, if you know? 

A. I believe it was prepared by Mr. Dienstag. 

Q. And had the contract been signed by anyone 
prior to your signing it? A. No. 

Q. And who presented the contract to you in San 
Francisco ? 

A. Well, I believe I received a call one morning 
[147] when I was at the St. Francis Hotel. Mr. Dien- 
stag phoned me and told me he was in town and 
wanted to know if I would come down to his office, 
so I went down to his office and signed the contract. 

Q@. Did Mr. Dienstag tell you where he had just 
come from ? 

A. Well, he had been in Los Angeles. 

@. Did he tell you that? 

A. Isaw him the day before in Los Angeles. 

@. When vou saw Mr. Dienstag in San Francisco, 
did you have any conversation with him regarding 
the signing of the contract? 

A. No, there wasn’t any conversation. 

Q. Wasn’t anything said? 

A. He just asked me to drop down to his office 
and sign the contract, and I read it through and I 
signed it. 

Q. Did you have any conversation with Mr. 
Dienstag in Los Angeles prior to signing the contract 
in San Francisco? A. Yes, we discussed it. 
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Q. Who was present at that conversation ? 

A. I don’t recall. 

Q. Would you say there were other people pres- 
ent besides yourself and Mr. Dienstag? 

A. JI would say Mr. Kleinman, Mr. Dienstag and 
myself. 

Q. What was that conversation ? 

A. He just merely told me he was preparing the 
contract. (148 ] 

Q@. Was there anything said regarding the sub- 
ject matter of Mr. Kleinman obtaining the security 
or otherwise he would not have left his money there? 

Mr. Wolver: That is objected to as leading and 
suggestive. We have no objection to the conversation, 
but where counsel—— 

The Referee: It is leading. It will be sustaimed. 

Q. By Mr. Chotiner: Did Mr. Dienstag demand 
that the contract be executed giving security to Mr. 
Kleinman ? 

Mr. Wolver: That is objected to, your Honor, on 
the ground that it is a conclusion of the witness, also 
assuming facts not in evidence, that he demanded. 

The Referee: Mr. Zemansky, don’t you remem- 
ber the substance of that conversation? It was a 
rather unusual conversation, deciding the course of 
your business, wasn’t it? 

A. The whole thing was that they asked for secur- 
ity, they drew the contract and I signed it. That’s 
about the substance of it. 

Q. Of course, Mr. Chotiner is trying to find out 
from you what, if anvthing, they said as to why they 
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wanted the security. Isn’t that what you are gene 
to bring out at this time? 

Mr. Chotiner: Yes, your Honor. 

Q. By the Referee: Can’t you reflect a bit and 
see if you cannot remember what, 1f anything, they 
said on that [149] subject ? 

A. I believe I explained to Mr. Kleinman at the 
time about the contract for security. He said he 
wanted to go away on a vacation and he would feel 
a lot better if he were secured. That’s about the 
whole substance of the conversation. 

@. Well, now, we are trying to find out what else, 
if anything, was said on the subject at the time Mr. 
Dienstag sat in on the conversation in Los Angeles. 

A. Other than he was going to prepare the con- 
tract, he told me what he had in mind, and that on 
that basis Mr. Kleinman would be able to procure 
more money at the Union Bank. 

The Referee: All right. Proceed. 

Q@. By Mr. Chotiner: Mr. Zemansky, do you 
know whether Mr. Dienstag is a relative of Mr. 
Kleinman ? 

Mr. Wolver: We will stipulate that he 1s the son- 
in-law of Mr. Kleinman, that he is married to the 
daughter of Mr. Kleinman. 

Mr. Chotiner: The materiality will be evident 
very shortly. 

Q. Did Mr. Dienstag, in this conversation with 
you in Los Angeles prior to the contract being ex- 
ecuted, have a conversation with you in which the 
operation of the business was discussed in any way ? 
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A. I don’t reeall. [150] 

Q. Was there any conversation regarding wheth- 
er you would be able to conduct it, stay in business? 

A. Idon’t reeall any conversation. 

Q. Now, the fact that you are smiling at this time, 
Mr. Zemansky, does that refresh your memory as to 
any of that subject matter being discussed ? 

A. No. 

@. Was anything said at that time about Zeman- 
sky Brothers confining their efforts to the pawn- 
broker business ? 

A. I can’t recall anything like that. 

@. Asa matter of fact, you did discuss with Mr. 
Dienstag, or at least a conversation was held regard- 
ing whether or not the Provident Loan Association 
could continue to exist in business and make a profit 
in view of its financial condition ? 

Mr. Wolver: That is objected to as leading and 
suggestive. It is not a question asking for any state- 
ment, but asking for information. 

Mr. Dienstag: Further, and an attempt to im- 
peach his own witness. The witness has just stated he 
didn’t remember that conversation. Mr. Chotiner is 
insisting that he did. 

Mr. Chotiner: If the Court please, I think it 
must be apparent to the Court that here is a situation 
where people were engaged in the pawnbroking busi- 
ness, and while it 1s true there were two creditors, 
Wultson and the Citizens [151] Bank, that had 
security, it is apparent it was an unusual situation 
where a person, a creditor to the extent of approxi- 
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mately $100,000, and security was being asked for, in 
a very casual way would state that he was going away 
on a vacation and would feel better about it if he had 
security. Now, frankly and quite obviously, I think 
it must be apparent that there must have been some 
definite object in this matter, particularly since Mr. 
Zemansky said the subject was first broached in the 
latter part of 1938 or the first part of 1939, and the 
contract is not executed until February 24, 1939. 
Now, obviously, there must have been some discus- 
sion regarding the situation rather than just a mere 
casual observance that they wanted security and 
were going to get it, particularly since Mr. Kleinman 
was more than, you might say, just loan clerk. He 
had access to the cash book at all times and the cash 
drawer and had talked with Mr. Zemansky that there 
was not sufficient money with which to make loans; 
when big loans were requested they did not have 
enough money to make them; that he had gone to the 
Union Bank and had borrowed money, which money 
had found its way into the business. Surely, there 
must have been more conversation, and I think, verv 
frankly, the witness’ memory is a httle hazy at this 
time. I think it 1s quite apparent that we have the 
right to ask leading questions where a witness ap- 
pears to be an unwilling witness on very important 
matters. [152] 

Mr. Dienstag: As to the last part of Mr. Chotin- 
er’s statement, that the witness is unwilling, I don't 
know whether that is true or not. I haven’t examined 
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this witness before this time to find out whether he 
is unwilling. It appears to me the only basis for Mr. 
Chotiner’s statement is that this witness is not tell- 
ing Mr. Chotiner what Mr. Chotiner wishes this wit- 
ness to tell in order to satisfy Mr. Chotiner. I say to 
your Honor that it is not the fault of the witness or 
that he is an unwilling witness. The witness 1s simply 
stating what happened and what he remembers. Myr. 
Chotiner has made several other statements in the 
course of his discussion to your Honor, a good many 
things which are not in evidence here, and painting 
a picture that Mr. Chotiner fails to bring out by evi- 
dence in this case, and stating that because he is un- 
able to bring it out that he 1s having difficulty. I sub- 
mit that the witnesses who are offered here bv the 
Trustee, or you may say the plaintiff, shall not be led, 
shall not have the words placed in their mouths, sim- 
ply because the attorney for the Trustee wishes they 
would state certain facts. 

Mr. Chotiner: I am going to represent to the 
Court at this time, that I had conferred with Mr. 
Zemansky on numerous occasions prior to this litiga- 
tion now before the Court, and that the results of 
those conferences with him have been transcribed 
into a prepared statement, which I have, and which 
very frankly I am using for the purpose of [153] 
interrogating Mr. Zemansky. I might represent to 
the Court at this time that Mr. Zemansky has given 
me more information that he 1s now giving from the 
witness stand on the particular subject as to whether 
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Mr. Kleinman knew the condition of the business 
there and the method and the manner in which that 
security was given to him. 

The Referee: Gentlemen, the purpose of all of 
the rules of evidence is to bring out all of the facts 
in a proper and legitimate manner. I myself am con- 
vineed that Mr. Zemansky, who is now on the stand, 
either for personal reasons of his own, is reluctant 
to give us the entire picture, or because of the many 
things which have happened in his business and per- 
haps to himself personally since this thing occurred, 
that he does not just remember as thoroughly as 
otherwise he might. I think we should permit Mr. 
Chotiner with reasonable care at least to ask leading 
questions here. After all is said and done, the Court 
is not going to decide this case simply and solely on 
the testimony of Mr. Zemansky. I am going to hear 
all the witnesses and all of the testimony and take 
into consideration that perhaps Mr. Zemansky gave 
some of his evidence after leading questions were 
asked. After I get the whole picture of the entire 
thing, then I will come to a conclusion. Let us pro- 
coed * * * * 

Q. By Mr. Chotiner: Now, Mr. Zemansky, so [ 
won’t have to ask any leading questions of you, have 
you given us all [154] of the conversation that you 
ean now remember that took place between you and 
Mr. Kleinman regarding the subject matter of his 
taking a cut in salary? 
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Mr. Wolver: I don’t believe there was any testi- 
mony about his taking a cut in salary in this pro- 
ceeding. 

Q. By Mr. Chotiner: Did you have a conversa- 
tion with Mi. Kleinman regarding a reduction of 
his salary ? 

A. If I recall it, I think he volunteered to cut his 
salary. 

Q. What was he receiving at the time? 

A. $75 a week. 

@. To what was it cut? 

A. To $50, I believe. 

Q. What did Mr. Kleinman tell you when he 
volunteered to take a cut in salary, if anything? 

A. Well, he said that business was quiet and he 
figured everybody should work to reduce the ex- 
pense. 

@. Did he say anything else regarding that sub- 
ject matter ? 

A. I don’t recall anything else. 

@. For the purpose of refreshing your memory, 
did he tell you that he was of the opinion that con- 
ditions, as they then existed in the business, could not 
last, in substance or effect ? 

Mr. Wolver: Objected to as leading and sugges- 
tive. 

The Referee: Overruled. [155] 

A. I don’t recall that. 

Q. By Mr. Chotiner: Did Mr. Kleinman say 
anything to you at that time regarding the subject 
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of whether or not the business could pay him $75 
per week ? A. I don’t reeall that. 

Q. For the purpose of refreshing your memory, 
isn’t it true that Mr. Kleinman told you that the 
business did not justify paying him $75 per week? 

A. I don’t recall that. [156] 

Q. By Mr. Chotiner: For the purpose of re- 
freshing your memory, isn’t it true that Mr. Klein- 
man told you, ‘‘How do you expect us to make loans 
when there is no money in the cash drawer ?”’ 

A. There was a conversation in reference to that, 
but I don’t recall how 1t came about. 

Q. Did vour conversation take place before or 
after the security was first given to Mr. Kleinman? 

A. I believe it was before and after, both. 

Q@. Have you given us all the conversation that 
you had with Mr. Kleinman regarding the subject 
matter of your devoting your full time to the pawn- 
broker business ? 

Mr. Wolver: That is objected to as assuming 
facts not in evidence. There was no such conversation 
that I recall, here. 

The Referee: I don’t think we have had any evi- 
dence on that. 

Q. By Mr. Chotiner: Did you have a conversa- 
tion with Mr. Kleinman regarding the subject mat- 
ter of your engaging in business other than the 
pawnbroker business? A. I don’t recall any. 

Q. For the purpose of refreshing vour memory, 
isn’t [157] it true that Mr. Kleinman told vou that 
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if you received a break in the Tango business, you 
would be able to continue in the pawnbroking busi- 
ness ? 
Mr. Wolver: May I have that question ? 
(Question read. ) 


A. Idon’t recall. 

Q. By Mr. Chotiner: For the purpose of re- 
freshing your memory, isn’t it true that Mr. Klein- 
man told you that if you were able to operate the 
Tango games, you could work things out, otherwise 
vou could not? 

A. Idon’t recall any such conversation. 

@. Did you ever have a conversation with me 
after your petition was filed in Chapter 11, in which 
J asked vou for a statement of the events and facts 
concerning the Kleinman transaction ? 

Mr. Wolver: That is objected to as being in- 
competent, irrelevant, and immaterial, not proper 
direct examination, attempting to impeach the ques- 
tioner’s own witness. 

Mr. Laugharn: If the Court please, on that par- 
ticular question 

The Referee: J don’t think this question will do 
anv harm. It merely is, did you have a conversation 
with Mr. Chotiner after the Chapter 11 proceedings 
had started, in which he asked you for a statement 
on the Kleinman matter. A. I did. 

Mr. Laugharn: On that point, if the Court would 
clear [158] us up on one matter, we could probably 
proceed more rapidly, and that is whether or not the 
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Court is considering that this witness is our witness 
to the point of binding the Trustee. Now, as an ele- 
mentary point, we think we can argue that he is not 
under the case of—what was that case? 

Mr. Weller: The Anches, as I recall; that is my 
recollection. 

Mr. Laugharn: Now if he is our witness and if 
this man is giving us a statement entirely different, 
entirely elaborated on those points and then takes 
the stand and does not follow that statement in anv 
of these major particulars, then we are presumed to 
be somewhat surprised and can take another course 
of action in connection with it. 

The Referee: What do you think the law is? 

Mr. Laugharn: We think we are not bound by 
this witness. We think we should have the latitude 
that apparently the Court is now giving us in trying 
to bring out these matters, because we will bring 
them out in the general matter of impeachment any- 
way; I mean, as to having made this statement. We 
are going to ask Mr. Dienstag to testify, especially 
about these conversations. Here is a matter that 
changed the entire course of business of this bank- 
rupt; it took weeks to consummate, a trip to Los 
Angeles and a trip to San Francisco, and yet this 
witness [159] dismisses it just with one sentence. 
That was all discussed at the time when he was in- 
solvent and we have already perfected the record as 
to his financial condition at that time. 
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The Referee: Let me ask you a question, for what 
purpose is this evidence being introduced ; what issue 
does it affect? 

Mr. Laugharn: We want to show first the posi- 
tion of Kleinman in this business, his closeness to it. 

The Referee: Yes, I know, but what does it bring 
us to; does it bring us to the question of preference 
or what? 

Mr. Laugharn: It goes to the question of the 
knowledge of insolvency and the demand for the 
security. 

The Referee: Then it leads to your objection on 
the ground of preference, is that right ? 

Mi. Laugharn: It goes to that point. 

(Discussion between Court and counsel. ) 


The Referee: Let us get down to the question 
Mr. Laugharn asks. I am satisfied, gentlemen, that 
the modern decisions are to the effect that it is the 
duty of the Court to legitimately bring out all the 
facts. 

Mr. Wolver: “That is right. 

The Referee: And it is not a question of who is 
eoing to be bound by any particular evidence that 
is brought out, but I think that both sides should 
have the opportunity, [160] within reasonable limits, 
of asking such questions of witnesses who are 
brought on the stand, whether the side that asks the 
questions brought that witness or not, as will bring 
out al] the legitimate facts of the case. Now, these 
bankruptey cases are a bit difficult and they are a 
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bit different from State Court cases. Mr. Zemansky 
here has no personal interest in the outcome of this 
matter at all, I mean, insofar as dollars and cents 
is concerned. 

Q. By Mr. Chotiner: Approximately how many 
conversations did you have with Mr. Kleinman re- 
garding the subject matter of giving him security 
before you consented to it? 

A. There might have been several. 

@. Did any of those conversations take place in 
the presence of Mr. Dienstag before you consented 
to give the security? 

A. J think Mr. Dienstag may have been present 
one day or two; I don’t recall. 

Q. At the time when Mr. Dienstag was present at 
a conversation, will vou tell us what the conversation 
was, if there was any, regarding the subject matter 
of giving security to Mr. Kleinman? 

A. Well, My. Dienstag merely explained the 
situation as to how to handle it from a strictly legal 
point. 

(. What did he say? 

A. About giving Mr. Kleinman the security and 
working [161] out these contracts and replacing the 
collateral with other collateral, after the collateral 
that was up had been redeemed. 

Q. That took place before you consented to give 
the security, is that correct? 

A. I believe so. 
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Q. Now, was there anything said by any of the 
parties to the conversation at which Mr. Dienstag 
was present, as to what Mr. Kleinman’s course of 
conduct would be if you did not give the security ? 

A. There was never anything mentioned. 

@. Was that subject ever discussed at any time? 

Ae No. 

Q. By Mr. Chotiner: Now, directing your atten- 
tion to the oceasion when Mr. Dienstag was in Los 
Angeles a few days prior to your signing the con- 
tract of February 24, [162] 1939, have you given us 
the entire conversation as you now recall it, that took 
place on each occasion when Mr. Dienstag was pres- 
ent regarding the subject matter of giving security 
to Mr. Kleinman? 

A. So far as I recall. 

Q. Was anything said by Mr. Dienstag or anyone 
else in that conversation regarding your being avail- 
able to sign a contract? 

A. Yes, I believe the papers were to be signed 
on a certain afternoon or in the evening, and I had 
to leave for San Francisco. I got an unexpected call. 

Q. Did you impart that information to Mr. Dien- 


stag? se Wo. 
Q. Did you tell anyone that vou were going to 
San Francisco? A. My brothers knew it. 


Q. Did you tell Mr. Kleinman ? 

A. I don’t recall whether I did or not. 

Q. When you were in San Francisco, did you 
receive a telephone call from Los Angeles regarding 
this subject matter? 
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Mr. Wolver: That is objected to as assuming 
facts not in evidence. 

The Referee: Overruled. 

A. I don’t recall. 

Mr. Dienstag: Pardon me. Was that question 
directed [163] to the period after Mr. Sol Zemansky 
reached San Francisco and before he signed the 
contract ? 

Mr. Chotiner: Yes, with regard to which he testi- 
fied he did get a call. He has testified that he received 
one at the St. Francis Hotel from you notifying him 
that you were in town. 

Mr. Dienstag: Is that what you are speaking of? 

Mr. Chotiner: No, I am trying to find out wheth- 
er he got a call from Los Angeles. 

Mr. Dienstag: J am sorry. 

Q. By Mr. Chotiner: Let’s get at this question. 
At the time you were in San Francisco, around 
February 24th, you would know what occasion we 
are talking about now? A. Yes. 

Q. Did you receive any telephone call from Los 
Angeles from anyone, in which the subject was dis- 
cussed pertaining to the giving of security to Mr. 
Kleinman ? 

Mr. Wolver: That is objected to, your Honor, as 
being incompetent, irrelevant, and immaterial. If it 
is limited to Mr. Dienstag or Mr. Kleinman, we 
would have no objection, otherwise clearly the ques- 
tion is necessarily hearsay. 

The Referee: Overruled. 
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A. I don’t recall any conversation. 

Q@. By Mr. Chotiner: Then, the only telephone 
call you received regarding this subject matter when 
vou were in San Francisco was one from Mr. Dien- 
stag to the effect [164] that Mr. Dienstag was in 
town and wanted vou to come down to the office; is 
that right? 

A. That is the way I recall it. 

Q@. When you went down to Mr. Dienstag’s office, 
Was any conversation held prior to your signing the 
contract? 

A. Not that | recall. I believe he handed me the 
contract and I read it through and signed it. That 
was about all that took place there. 

@. Did you ever tell Mr. Dienstag prior to the 
signing of the February 24th contract, that you 
would be unable to give Mr. Kleinman any security ? 

A. I don’t recall that. 

@. Well, did you consent to give security to Mr. 
Kleinman during the first conversation that vou had 
with Mr. Dienstag in Los Angeles regarding that 
subject matter ? 

A. In other words, my first conversations, I be- 
heve, were with Mr. Kleinman, not Kleinman and 
Dienstag. 

@. I know that. but I mean your first conversa- 
tion with Mr. Dienstag, did you consent during that 
conversation to give security to Mr. Kleinman ? 

A. J had already told Mr. Kleinman it would be 
aul ryeht, 1165] 
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@. During the time you were holding these con- 
versations with Mr. Kleinman, were you putting 
him off in any way? 

Mr. Wolver: That is objected to, your Honor; 
in the first place, it is unintelligible, and in the 
second place it is incompetent, irrelevant, and 1m- 
material, and calls for the conclusion of the wit- 
ness. 

The Referee: Overruled. Answer the question. 

A. Iwill have to answer that, your Honor, with 
a little explanation. 

The Referee: All right. 

A. Naturally, I was only one of three partners 
in the business and I would have to take it up with 
my partners before I could say yes or no. 

Q. Your two brothers, Abe and Dave Zemansky, 
were in Los Angeles from the end of 1938 to Feb- 
ruary 24, 1939, weren’t they ? 

A. Yes, I believe they were. 

@. You saw your brothers practically every day 
during that period of time, isn’t that true? 

A. Yes. 

(. You lived in the same house with your 
brother Dave [166] Zemansky, isn’t that true? 

A. Yes. 

Q. Did you take that subject matter up with 
your two brothers the first time when Mr. Klein- 
man first suggested it to vou? 

A. I couldn’t say. I did take it up with them. 
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Q. At any rate, it was talked over either the 
end of 1938 or the first part of 1939, before Febru- 
ary 24th, 1939, before the contract was executed, 1s 
that right? A. “Thies comect 

Q. Now, for the purpose of refreshing your 
memory, isn’t it true, Mr. Zemansky, that for a 
period of two weeks you kept putting off Mr. Islein- 
man so fai as giving him security was concerned? 

Mr. Wolver: That is objected to as calling for 
the conclusion of the witness, assuming facts not 
in evidence. 

Mr. Dienstag: And immaterial. [t is also imma- 
terial. 

The Referee: Overruled. Answer the question, 
please. 

The Witness: May I have the question ? 

(Question read.) 


A. It may have been that period. I talked to 
him, but I wouldn’t say I was putting him off. 

@. By Mr. Chotiner: Then I will ask you if, 
on or about August 7, 1939, you had a conversation 
with me at my office, located at 508 James Oviatt 
Building, 617 South Olive Street, in which you told 
me that for a period of two [167] weeks you kept 
putting off Mr. Kleinman. 

Mr. Wolver: ‘That is objected to as incompetent, 
irrelevant, and immaterial, not proper impeach- 
ment, and hearsay. I might invite the Court’s atten- 
tion to the fact that we have evidence here of Mr. 
Kleinman leaving their employ because of going on 
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a vacation. By his question, Mr. Chotiner assumes 
that Mr. Kleinman was always in town and avail- 
able during this whole period. 

The Referee: I know, but the question is simply, 
did vou or did you not make such statements to 
My. Chotiner. That brings us squarely up to the 
point whether counsel for the Trustee should be 
permitted, in the hght of the present state of the 
record, to impeach this witness. 

(Discussion between Court and counsel.) 


The Referee: The objection 1s overruled. Read 
the question. 
(Question read. ) 


A. That is a question that can’t be answered yes 
or no. I had many conversations with Mr. Chotiner, 
but I don’t recall what they all were. 

Q@. By Mr. Chotiner: Then, I assume at this 
time you don’t recall whether you ever told me that, 
i that i? 

A. I don’t recall those specific ones, no. 

Q@. In substance or effect, did you tell me that 
statement ? 

A. I don’t recall anything like that. [168] 

Q. Now, directing vour attention to February 
24, 1939, when the contract, Trustee’s Exhibit No. 
4, was executed, you have that occasion in mind, 
have vou not? A. Yes. 

Q. Subsequent to February 24, 1939, other con- 
tracts were executed, is that correct, with Mr. Klein- 
man? A. That is correct. 
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Q. Now, do you recall at this time the cireum- 
stances under which the contract dated March 2, 
1939, for $25,920.50, which is Trustee’s Exhibit No. 
5 by reference, was executed? 

A. I don't recall. 

Q. Well, do you recall, after executing the Feb- 
ruary 24, 1939, contract, that there was another 
contract executed on March 2nd for approximately 
$25,000? 

A. There was a second contract, but I don’t re- 
call the amount. 

Q. I will now show you Trustee’s Exhibit No. 5 
by reference, being the agreement dated March 2, 
1939, amount, $25,920.50, I will ask you to look at 
that contract, and after you have done so tell me 
whether vou recall the circumstances under which 
that contract was executed? 

A. I don’t recall it, sir. 

Q. You signed that contract, didn’t vou, that 
copy? 

A. I assume I must have signed it. 

Q. For the purpose of refreshing your memory 
—withdraw that. Can you tell us why that contract 
was executed? [169] 

Mr. Miller: Objected to. 

The Referee: Overruled. 

A. I assume we must have owed Kleinman that 
amount of money. 

Q. By Mr. Chotiner: Did that contract repre- 
sent an equal amount of pledges that had been with- 
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drawn from the pledges that had been given to 
Mr. Kleinman as security other than the February 
24th contract? 

A. J am not familiar with those contracts but 
it may have had something to do with the Simons 
situation. 

@. Between February 24, 1939, and March 2, 
1939, did Mi. Kleinman advance you new cash in 
the sum of approximately £25,000? 

A. I don’t believe so. 

Q. Asa matter of fact, you know that he did not, 
isn’t that true? 

Mr. Wolver: That is objected to as argumenta- 
tive. 

The Referee: Anyway, it is overruled. 

Mr. Chotiner: May we have an answer to the 
question ? 

The Witness: What was the question ? 

Q. By Mr. Chotiner: May we have an answer 
to the question? 

A. He didn’t advance any money at that time. 

Q. Now, it was between February 24, 1939, and 
March 2, 1939, that security was given to the 
Simons Lunch Room and the Gans creditors, isn’t 
that true? [170] 

Mr. Dienstag: What were those dates? 

Mr. Chotiner: Between the date of February 
24th and March 2, 1939. 

A. To Simons, but not to Gans. 
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Q. By Mr. Chotiner: Does that refresh your 
memory as to the circumstances under which the 
March 2, 1939, contract was executed? 

A. Iam not certain. I think some loans were 
taken from Mr. Kleinman’s box and put in the 
Simons deal. 

Q. And that was done with Mr. Kleinman’s con- 


sent, isn’t that true? A. Yes. 
@, As ammatter of fact, Mr. Kleitmam oimeréed 
to do so, isn’t that true? A. Yes. [171] 


Q. By Mr. Chotiner: Now, on March 22, 1939, 
a contract was executed in the sum of $2,510, which 
is Trustee’s Exhibit No. 6. I will ask you to look 
at that exliibit, and after lookime atuat «ell meet 
you recall the circumstances under which that con- 
tract was) executed. 

A. Those things, after they were replaced, were 
always handled by my brother and I merely signed 
the papers. 

Q. Which brother handled it? 

As Abje, eenerally. 

Q. Did Dave Zemansky ever handle any of 
them ? A. I don’t think so. [172] 

@. What were the circumstances, if you know 
them or can recall them, under which these con- 
tracts were executed so far as the setting aside of 
security for Mr. Khenman was concerned? 

A. Well, I believe the mechanics of it was he 
was given new loans and a new deal was made, a 
new note executed for that amount of money. 
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@. When this new note was executed, did Mr. 
Kleinman give you the amount of money repre- 
sented by that new note? 

A. I never handled the transaction, but my 
brother handled it. 

Q. Which brother handled it? A. Abe. : 

@. When the new notes were executed, new loans 
were set aside as security for Mr. Kleinman, is 
that correct? 

A. I understand that was the way it was always 
done. 

@. Were those new loans set aside for Mr. 
Kleinman at the time when the old loan was with- 
drawn by virtue of redemption by customers ? 

A. I believe so. 

Q. At the same time? 

A. Yes sir; will you ask that question again? 

Mr. Chotiner: Read the question. 

(Question read.) 


Q. By Mr. Chotiner: Do you understand the 
question ? 

A. Yes, but the answer to it would be no. They 
were [173] not set aside at the same time, because 
those were the accumulation. 

Q. In other words, whenever these new contracts 
were executed, they were the result of an accumula- 
tion of loans that had been withdrawn from the 
Kleinman security on account of redemption? 

~, ‘Phat is correct. 
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Q. How would you arrive at what periods you 
would execute these new contracts? 

A. I don’t believe there was an definite period 
ever worked out. 

Q. Who broached the subject whenever these 
contracts would be executed ? 

A. Mr. Kleinman. [174] 

Q. Mr. Zemansky, directing your attention now 
to the time when you had a conversation with Mr. 
Kleinman, at which Mr. Dienstag was present, was 
there any conversation regarding the subject mat- 
ter of how the new contracts were to be handled? 

A. As I reeall, Mr. Dienstag, I believe, said at 
that time that as new contracts were to be made, 
it would sort of work out on a revolving theory; in 
other words, new loans followed old loans, making 
a new contract each time it built up. That was about 
the substance of it. 

Q. Do you recall any further conversation with 
Mr. Dienstag at which that subject matter was dis- 
cussed ? 

A. No, I don’t recall anything else. 

Q. Was anything said regarding the subject 
matter of the execution of new notes? 

A. Yes, they asked to have new ones. 

Q. Who said that? 

A. I believe Mr. Dienstag, in explaining the 
mechanies [175] of the thing how it should be 
worked out. 

Q. Tell the Court as best you can recall at this 
time, recognizing that you cannot be expected to 
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remember each word that each person said, but 
tell us as you can best recall it, what Mr. Dienstag 
said as to how the mechanics of having these new 
notes would be handled. 

A. Well, as loans were redeemed, the ones Mr. 
Kleinman was holding would be totaled up and a 
sum equivalent to that would be replaced and a new 
note given. 

@. Was anything said about any checks being 
given in connection with these new notes? 

A. Yes, I believe he said if we paid for the 
old loans, that were redeemed, new money would 
be given in leu of the new transaction. 

@. Did you receive new money in the same 
amount as the new contracts from Mr. Kleinman? 

A. ‘The amount varied, I believe. 

Q. Well, directing your attention to Trustee’s 
Exhibit No. 5, being the contract of March 2, 1939, 
in the sum of $25,920, at the time that contract was 
executed, did you receive from My. Kleinman the 
sum of apprixmately $25,000 in cash? 

A. No, I don’t believe so. 

Q. At the time the contract of March 22, 1939, 
in the sum of $2,510 was executed, did you receive 
that sum of money from Mr. Kleinman? [176] 

A. Those were the contracts I am not thoroughly 
familiar with. They were handled by my brother 
Abe. 

@. Now, directing your attention to the time 
when the security was given to the Simons people, 
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I believe you testified that Mr. Kleinman volun- 
teered to let you use some of the pledges that had 
been given to him for security, is that correct? 

A. Yes, that is correct. 

Q. Now, when Mr. Kleinman volunteered to do 
that, what did he say to you? 

A. Well, we were trying to get the pledges to- 
eether for Simons and he said he would do this 
and replace them with others. 

Q. Did he tell you why he would let you use 
them ? 

A. No, there wasn’t any particular reason why. 

Q. Was that subject discussed In any manner at 
all as to why you could use some of his pledges, 
which had been given to him a few days prior to 
that time? 

A. No, there was no discussion of it. 

Q@. During the time you were consummating 
the giving of security to Simons that night at the 
Provident Loan Association, did you leave the room 
at any time and go out and talk to Mr. Kleinman 
regarding that subject ? 

A. Yes, I believe I did. 

Q. What did you say to Mr. Kleinman on this 
occasion ? 

A. Well, when I explained to him that we 
wanted to get [177] this loan matter settled, he said 
that would be all right. 

@. Was anything else said? 

A.. I don’t recall anything else. 
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Q. Was the Sheriff in the Provident Loan office 
during the time you were consummating this trans- 
action with the Simons people? A. Yes. 

Q. And was Mr. Kleinman there at the same 
time ? AS Nes. 

Q. Do you know whether Mr. Kleinman saw the 
Sheriff there that night? 

Mr. Wolver: That is objected to. 

The Referee: Overruled. 

Q. By Mr. Chotiner: How close were they? 

The Referee: if you know. 

A. I believe the Sheriff was out in the hallway 
and as Mr. Kleinman came in the premises, he 
would probably have to see him. 

Q. I will now show you Trustee’s Exhibit A for 
Identification, consisting of three white slips of 
paper, and ask you what they represent. 

A. There is one here for $200, which has on it 
‘*508.’’ I don’t know whether Mr. Kleinman drew 
the $200 at the Main Street store or at the Provi- 
dent. [178] 

Q. Are you familiar with the signature of Sam 
Kleinman ? 

A. I don’t believe that is his signature. It looks - 
like my brother Dave’s. 

(). Directing your attention to the second slip 
there for $50, with the name ‘‘S. Kleinman’’ on 
there, dated July 5, 1939. 

A. That is Mr. Kleinman’s signature. 
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@. What does that represent, that piece of 
paper ? 

A. That $50 was drawn at the Provident by Mr. 
Klemman. 

QM. Direeting your attention to the third ship, 
dated July 6, 1989, $50, with the name ‘*S. Iein- 
man,’? what does that represent? 

A. $50 drawn by him at the Provident. 

QM. Is that the signature of S. Klemman? 

A. Yea 

Q. Are you famihar with the signature of 8. 
Kleinman ? A. Ye. 

@. Have you seen it on numerous oceasions ? 

A. Yes. 

Q. Have you ever seen him write his name? 

A. That is his signature. 

QM. Can you tell me whether or not—by the way, 
What do you eall these shps of paper in the opera- 


tion of your business? A. Oh, tabs. 
QM. Is that what they were known as by Mr. 
Kleinman? [179] A. Yes. 


Q. By Mr. Welver: That is objected to as call- 
ing for the conelusion of the witness. 

The Referee: It may go out. 

Q. By Mr. Chotiner: Do vou know what Mr. 
Kleinman ¢alled the slips of paper? 

Mr. Wolver: The same objection. 

Mr. Chotiner: I asked him if he knows. 

The Referee: Overruled. 


A. IT suppose he called them tabs also. 
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QM By Mr. Chotiner Now, ean you tell us 
whether or not the enmes of money represented bi 
theae tabe. or the second and third tab, were ever 
repaid to the Provident Loan Association ? 

Mr. Wolver: That is objected to a® assuming 
facts not m evidence, that there wae any obliga 
tion. 

The Referee: 4 don't underetand you. 

Mr. Wolver: That assumes they represented an 
obligation. 

The Referee: What else would they represent ’ 
The witness has testified that those rristriaments rep 
resent a withdrawal by Mr. Kleinman, 

Mr. Wolver: 7 will withdraw my objection. 

The Referee: The question ia were these two 
loans, not the firat one, ever repaid? 

A. 1 don't know. ngs + 

Q. By Mr. Chotiner: Well, did Mr. Kleinman 
ever draw money frorn a Provident Joan Asso 
Glation other than those two o¢easions there just 
identified by vou, and give tabe as evidenee of it, 
on other occasions ? 

Mr. Wolver: That is objected to. 

The Referee: Overrnied. 

A. J believe he had drawn money at other times. 

Q. By Mr. Chotiner: When he would draw 
Inoney on other oeeasions, would he een one of 
thease taba? A. Yea. 

Q. When the money was repaid, what would be 
done with the tab? 
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Q. What does that represent, that piece of 
paper? 

A. That $50 was drawn at the Provident by Mr. 
Kleinman. 

Q. Directing your attention to the third slip, 
dated July 6, 1939, $50, with the name ‘‘S. Klein- 
man,’’? what does that represent? 

A. $50 drawn by him at the Provident. 

Q. Is that the signature of 8. Kleinman? 

a. Ves: 

Q. Are you familiar with the signature of S. 
Kleinman ? A. Yes. 

@. Have you seen it on numerous occasions ? 

Ee ae. 

@. Have you ever seen him write his name? 

A. That is his signature. 

Q. Can you tell me whether or not—by the way, 
what do you eall these slips of paper in the opera- 


tion of your business? A. Qh, tabs. 
Q. Is that what they were known as by Mr. 
Kleinman? [179] An | Maes 


Q. By Mr. Weolver: That is objected to as call- 
ing for the conclusion of the witness. 

The Referee: It may go out. 

Q. By Mr. Chotiner: Do you know what Mr. 
Kleinman called the slips of paper? 

Mr. Wolver: The same objection. 

Mr. Chotiner: J asked him if he knows. 

The Referee: Overruled. 

A. I suppose he called them tabs also. 
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© iy Mir. Crotiner Now, can you tell us 
whether or not the sums of money represented by 
these tabs, or the second and third tab, were ever 
repaid to the Provident Loan Association ? 

Mr. Woiver: That is objected to as assuming 
facts not in evidence, that there was any obliga- 
tion. 

Wie Reteree: 1 don’t understand you. 

Mr. Wolver: That assumes they represented an 
obligation. 

The Referee: What else would they represent? 
The witness has testified that those instruments rep- 
resent a withdrawal by Mr. Kleinman. 

Mr. Wolver: I will withdraw my objection. 

The Referee: The question is were these two 
loans, not the first one, ever repaid? 

A. I don’t know. [180] 

Q. By Mr. Chotiner: Well, did Mr. Kleinman 
ever draw money from the Provident Loan Asso- 
ciation other than those two occasions there just 
identified by you, and give tabs as evidence of it, 
on other occasions? 

Mr. Wolver: That is objected to. 

The Referee: Overruled. 

A. I believe he had drawn money at other times. 

Q. By Mr. Chotiner: When he would draw 
money on other occasions, would he sign one of 
these tabs? fe. “Yes, 


@. When the money was repaid, what would be 
done with the tab? 
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A. Given to him or destroyed by ourselves. 

Q. I will now show you a photograph and ask 
you what that picture represents? 

A. That is the front vault door of the Provi- 
dent. 

Q. And is that the vault that was used by the 
Provident Loan Association during the time of 
your transactions with Mr. Klemman? 


A. Yes. [181] 

@. And who had the combination to the safe? 

A. Mr. Kravitz had the combination. 

Q. And all three Zemansky Brothers? 

A. All three Zemansky Brothers. 

@. Did Mr. Kleinman have the combination ? 

A. I don’t think he had the combination of the 
vault. 


@. Now, directing your attention to Exhibit 
10-B, being [183] a picture of the vault with the 
door open, after the combination was used did the 
vault door open? 

A. Then the vault door would open. 

@. Then what would be necessary to get inside 
the vault after the door was open? 

A. You would first have to open this gate 
again. 

Q. The gate on the right-hand side? 

A. Yes. Then this one operated with a key. 

Q. Which one are you referring to? 

A. That 1s what we called the day gate, the 


technical term day gate, of the vault, and that oper- 
ated with a key. 
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Q. Who had access to that key? 

A. All the loan clerks. 

Q. And all of the Zemansky Brothers? 

m.  Lhat is right. 

Q. Did Mr. Kleinman have access to that key 
also? me Wes, 

Q. When that key would open the door, then 
the person would be right inside of the vault? Is 
that correct? A. That is right. 

Q. Now, directing your attention to Trustee’s 
Exhibit 10-C, you said that represents the interior 
of the vault. Will you explain to the Court what the 
little rectangular squares represent in that picture? 

A. Thev were cardboard, on which we used to 
number the pledges the way they ran. [184] 

®. Inside of these boxes were what? 

A. The loan pledges. 

meemvhnen seu use the term “loan,’’ that is 
synonymous with pledges of the customers? 

A. That is correct; pledges and loans are the 
same. 

Q. When the pledges were set aside as security 
for Mr. Kleinman, were the boxes marked in any 
manner ? 

A. I believe there was a ‘‘K’’ in front of the 
boxes on the cardboard. 

): Then I take it you would have one complete 
drawer of pledges that would be used for the Klein- 
man security; did you change the position of that 
box? 


A. Well, the boxes increased as we went along ; 
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in other words, we merely started with one hox 
and there was an increase of two or three. 

Q. Let us assume that one of the boxes was the 
tirst box in the second row, that had been set aside 
for Mr. Kleinman as security; was the position of 
that box changed in any way? 

A. I don’t know, Mr. Chotiner. 

Q. I will now show you an enlarged photograph 
and ask you what that represents. 

A. That is a section of the interior of the vault. 

@. And it shows the drawers where the pledges 
were kept, is that right? A. Yes, [185] 

Q@. And that is in the same condition as they 
were during the time of each transaction with Mr. 
Kleinman? A. Yes. 

My. Chotiner: We ask that this be marked as 
Trustee’s Exhibit No. 10-D in evidence. 

The Referee: Received as Trustee’s Exhibit 
10-D. 

@. At the time the security was given 

Mr. Dienstag: Just a moment, please, Mr. 
Chotiner; may I see that exhibit 1f you are through 
with it? 

Q. By Ma. Chotiner: At the time the security 
was first given to Mr. Kleinman, were the boxes 
which contained these pledges marked at that time 
with any insignia ? A. I don’t know. 


Q. Do you know of your own knowledge whether 
they were marked at any time after that? 


A. The Kleinman pledges, I believe, always had 
a “‘K’’ on them. 
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Q. Do you know when that “K” was put on 
there in relation to the time they were set aside 
for Mr. Kleinman? 

A. I think at the time we set them aside. 

Q. Were you present on any of those occasions? 

A. No, that transaction was handled by Mr. 
Kravitz. 

Q. At the time when security would be given 
to Mi. Kleinman, were the pledges transferred from 
one box to another box? A. Yes. [186] 

@. What would be done with the box from 
which the pledges had been transferred? 

A. The other loans would remain in that box. 

Mr. Chotiner: You may cross-examine. 


Cross-Hxamination 


By Mr. Wolver: 

@. Mr. Zemansky, I believe you told us you 
knew Mr. Kleinman for a great number of years? 

A. About 25 years or more. 

Q. Prior to 1933, did you have any monetary 
transactions with Mr. Kleinman by way of loans 
or otherwise? A. Yes. 

Q. Do you recall approximately when you had 
vour first transaction with him? 

A. I think it was sometime in 1926 or 1927, 
26 or 727. 

Q. Do you recall about how much money was 
involved during that year? 

A. I never knew the amount until Mr. Chotiner 
mentioned it the other day at the examination. 
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@. Does that refresh your memory? 

A. Yes. 

Q@. How much was it? A. $30,000. 

Q. Was that repaid to Mr. Kleinman? 

A. It was repaid, yes. [187] 

Q. The following year did you have any mone- 
tary transactions with Mr. Kleinman? 

A. You mean after 1926 or 1927. He was paid 
back around ’29 or ’30; then I don’t think we 
had any more transactions with him until 1933. 

@. Would it be fair to say, Mr. Zemansky, 
that between 1927 and 1929 you had considerable 
monetary transactions with Mr. Kleiman, all of 
which were repaid to him prior to 19297 

A. Yes. 

@. Then in 19338 you had another monetary 
transaction with Mr. Kleinman ? A. Yes. 

@. And you had several monetary transactions 
until 1935, is that correct? 

“, Bhateis cortect. 

Q. Do you know whether or not Mr. Kleinman 
was in business during 1933? 

A. I am not certain as to that. 

Q@. However, in 1935 Mr. Kleinman entered your 
employ ? A. Yes. 

Q. Now, at the time he entered your employ, 
you had considerable merchandise, consisting of 
unredeemed pledges, on hand ? A. Yes. 

Q. And you had a conversation with him, is it 
not true, [188] Mr. Zemansky, prior to that time, 
in which you asked him to come in and assist 
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you in disposing of this unredeemed merchandise 
or part of it? A. Yes. 

Q. And primarily, the reason that he entered 
your employ at that time was to dispose of your 
merchandise ? 

A. That was the primary reason. 

Q. At that time you knew Mr. Kleinman was 
well known in the precious gem industry in this 
community ? A. Yes. 

Q. You knew at that time that he had a great 
number of contacts with jobbers and wholesalers? 

A. Yes. 

Q. Was that not the reason that actuated you 
in employing Mr. Kleinman? 

A. That, plus the fact that I have a lot of 
respect for his ability as a diamond expert. 

Q. You also knew he was a very fine gem ex- 
pert? A. Yes. 

®. Now, when he entered your employ, do you 
remember approximately the date? 

A. I don’t. 

Q. Would it be fair to say it was in the latter 
part of 1935? 

A. J wouldn’t want to fix the date, but the 
record will show from his first check, his first 
salary check. [189] 

Q. Is it not a fact that it was approximately 
the time when you opened up the new Provident? 
A. I believe it was right around that time. 

Q. Now, when he first entered your employ, 
you gave him merchandise to sell? Bey Wee 
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Q. Do you recall the amount of the merchan- 
dise—I don’t mean in value, but in the number of 
articles ? A. We, 1 mon’. 

Q@. Was it a considerable number? 

A. A very large amount, and in dollars and 
cents also. 

Q@. And he sold that for you? A. Yes. 

Q. And that took up practically ali of his time 
for the first, for the earlier period of time he was 
with you? A. Yes. 

Q. Do you recall about how long it was that 
practically all of his time was taken up with 
this type of work? 

A. I eouldn’t fix the period. 

@. During that time you found out that Mr. 
Kleinman was very expert in his appraisals of 
precious stones and gems? 

A. I had a lot of confidence in his ability. 

@. Do you recall approximately how much he 
sold for vou shortly after he came to work for 
you, in money? 

A. JI don’t know, but the record will show from 
the [190] first percentage that he received. It was 
one per cent of the total. That will tell you the 
total amount that he sold. 

@. That was a considerable amount? 

A. ‘That was a considerable amount. 

®. Do vou recall if it approximated or exceeded 
a million dollars? 

A. I should judge it was less than that. 
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Q. 


Would it be fair to say that it was in the 


neighborhood of a million dollars? 


OPOrPorPOop 


No, I don’t think it was a million dollars. 
Was it seven hundred thousand ? 

It probably was in that neighborhood. 

You don’t recall the exact figure? 

The figure can be obtained correctly. 

At this time, you don’t recall exactly? 
No, I don’t recall. 

During any of that period, Mr. Zemansky, 


you were not giving to Mr. Kleinman as much mer- 
chandise to sell as you formerly had? 


A. 
Q. 
A 
Q. 


That is correct. 

You provided him with a separate office? 
NaS 

And throughout the transactions he has 


maintained that office in your premises? 


2) 
lan) 
OrPOrPOorPIGOoOrPOoPOop> 


ey 
$9 
te 

3) 


Yes. [191] 

Where was that office situated ? 

That was in the northeast corner of the room. 
Did he have a desk in that office? 

Yes. 

And that desk contained his personal prop- 


and no other person went there? 


I believe it was his personal property. 

You never went to his desk? 

No, I never opened his desk. 

And no other person did in your presence? 

Not that I know of. 

Do you know if it was locked from day to 
A. Yes, he had it locked. [192] 
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* ay * * 


Q@. Wasn’t that also true of Mr. Kleinman, when 
they got real busv he would step behind there and 
give them help? 

A. Well, in the latter part of his time there, 
he spent a considerable time in the loan depart- 
ment, but at the inception, when he went to work 
for us, he spent very little time. 

@. When you say “‘latter part,’’ Mr. Zemansky, 
approximately what period do you refer to? 

A. Oh, I was referring to the last six or seven 
months prior to July of 1989. 

@. At that time were you giving him very 
much merchandise to sell? 

A. Not very much. 

Q. He didn’t stop by the loan department when 
he had merchandise to sell? 

A. When he had merchandise to sell, he devoted 
most of his time to the merchandise. 

Q. Now, when merchandise was given to him 
to sell, it was necessary for him to assort and ap- 
praise the merchandise ? A. Yes. 

@. And he did that? [193] AY Wes. 

Q@. Then it was necessary for him to contact 
other merchants? A Maat i erence. 

@. State, if you know, whether or not he ever 
went into or obtained other parts of your mer- 
chandise to find a desired stone for purchasers? 

A. That isn’t quite clear to me. 

Q. Did he ever go into any merchandise that 
was not given to him, did he ever examine that 
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to see if he could find therein a stone for some 
purchaser, who wanted a particular type of a 
stone ? A. Yes, sometimes. 

(). And that took some of his time? 

A. Yes. 

Q. All of those things you have told us took 
a considerable part of his time? 

A. Considerably. 

@. Now, Mr. Zemansky, did you ever see the 
loan clerks consult Mr. Klemman relative to the 
appraising of stones? 

A. Yes, many times. 

Q. That was generally, Mr. Zemansky, when a 
loan clerk was in doubt as to the value of a stone 
in proportion to the amount of loan which a cus- 
tomer desired ? A. That is right. [194] 

@. Now, Mr. Zemansky, after Mr. Kleinman had 
been working for some little time, do you recall 
whether there [195] was any change in the con- 
dition of his health? 

A. Yes, he was having some trouble with his 
leg and I think with his breathing, his lungs. 

Q. His health was failing? 

A. He didn’t look any too healthy. 

Q. And do you recall that sometime in May, 
1938, he told you that he desired a vacation or 
he wanted to be relieved of part of his duties? 

A. Yes. 

Q. He told you he didn’t desire to come into 
the place of business quite as early as he formerly 
had? me ‘Thee te riehit: 
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Q. At that time didn’t he state that the amount 
of sales or the amount of merchandise that had 
been given to him to sell had so diminished it didn’t 
require quite as much of his time? 

A. That is right. 

Q. And he said that he desired that his salary 
be reduced from $75 to $50, and that he would 
not come down as early as he had or devote quite 
as much time? 

Mr. Laugharn: JI object to that compound ques- 
tion. 

The Referee: Simplify it, please. 

@. By Mr. Wolver: He said that at that time 
he desired his salary to be reduced from $75 to 
£50 2 A. Yes. [196] 

Q. He did leave your employ at the end of 
1938? 

A. No, I don’t think so. I think he was there 
imelSS9. PAS] 

Q@. By Mr. Wolver: Do yow recall that Mr. 
Kleinman did leave at any time? 

A. No, unless he left town for a short period, 
but I believe he was still in our employ up to 
the July situation. [198] 

Q. Do you recall about a week after you gave 
Myr. Dienstag the pledge ticket, having another 
conversation with Mr. Dienstag? 

A. I don’t reeall. 

Q. Do you recall Mr. Dienstag having a draft 
of a proposed contract with him? [200] 
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A. I recall him having a draft but I don’t 
know whether that was the original time that he 
presented me with the draft or whether there was 
another meeting. 

Q@. You don’t recall if it was at the conversa- 
tion at which time you gave him the pledge, or 
another time? A. No, I don’t recall. 

Q. But you do recall him having the draft? 

A. I reeall giving him the ticket and I recall 
him having either the draft or the original con- 
tract, one or the other. 

Q. Do you recall discussing the terms of this 
contract with him? 

A. No, I believe it was explained to me at the 
time I talked to him with Mr. Kleinman, Mr. 
Dienstag and myself. 

®. Do you recall if a conversation and discus- 
sion was had concerning all of the obligations be- 
tween Kleinman and Zemansky Brothers? 

A. Yes. 

®. Do you recall at that time a discussion had 
concerning a note signed by yourself and Max 
Golob? i Wests. 

Q. Didn’t Mr. Dienstag at that time say that 
he wanted this contract that he was going to draw 
to include all the transactions between the parties? 

A. That is correct. 

Q. Do you recall for what purpose you gave Mr. 
Dienstag [201] the specimen of the pledge ticket? 

A. I believe he wanted to base his contract on 
that ticket. 
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Q. There was a provision on the back of the 
ticket of the law? 

A. Several provisions that he wanted to see. 

Q. At this conversation we were discussing, Mr. 
Zemansky, you discussed with Mr. Dienstag the 
origin of all the obligations? i Mies: 

Q. A considerable time was used in that dis- 
cussion in explaining the origin of all the obh- 
gations? 

A. I don’t know how much time. Mr. Dienstag 
knew the obligations and I knew them and Mr. 
Kleinman had the notes. 

@. Those were evidenced and viewed at that 
time ? A. Yes, that is correct. 

Q. Do you recall any other part of that con- 
versation ? A. No. 

Q. Do you recall whether or not Mr. Dienstag 
said he would put his contract into finished form? 

A. Yes. 

Q. Did Mr. Dienstag say he would cause the 
contract to be put in finished form? A. Yes. 

Q. At that time, do you recall requesting Mr. 
Kravitz and Mr. Sego to start the selection of 
pledges? [202] 

A. I think it was Mr. Kravitz. 

@. Do you recall doing that on that occasion? 

A. That was after Mr. Dienstag said he would 
draw the contract. 

@. After he said he would bring it in finished 
form, that same meeting you had Mr. Kravitz start 
the segregation of the pledges? 
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A. That is right. 

Q. Do you recall about how long that was prior 
to the time that the contract was signed? 

A. I don’t know the period. 

Q. Shortly after that, Mr. Zemansky, you left 
for San Francisco? A. Yes. . 

Q. Did you have any conversation with Mr. 
Dienstag or Mr. Kleinman prior to your leaving? 

A. I believe they were to bring the contract 
either that night or the following day, and then 
I had to go to San Francisco on a hurry up trip, 
and I stayed at the St. Francis Hotel, and the 
following morning there was a call from Mr. Dien- 
stag. 

@. And pursuant to that call you went to the 
office of Mr. Dienstag? 

A. He asked me to come down to his office. 
I went down and signed the contract at his office. 

@. At the same time you also signed the 
notes? [203] A. Yes. | 

@. At that time the pledge numbers were in- 
cluded in the contract? 

A. I am not certain as to that. 

Q. Did you return to Los Angeles shortly after 
your conversation ? A. Yes. 

@. And it was shortly after you returned to 
Los Angeles that the Simons transaction came into 
existence ? A. <A very short time. 

Q. You called Mr. Kleinman at San Francisco ? 

uw. Ves: 
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Q. You called him at Mr. Dienstag’s home? 

A. Either at his home or the office, I believe. 

Q. You reached him through Mr. Dienstag? 

A. Yes. 

Q. The following day Mr. Kleinman and Mr. 
Dienstag came down to Los Angeles? 

A. I believe it was the next day. [204] 

@. At that time, Mr. Zemansky, you told them 
that you were trying to work out a transaction, 
whereby Simons also could be secured, with Simons’ 
attorney, Judge Pacht? A. Wess 

Q. You asked Mr. Dienstag and Mr. Kleinman 
to accompany you, Mr. Dienstag so he could ex- 
plain the law properly? A. Yes. 

@. And they did accompany you to him? 

Mr. Laugharn: To that last question, I didn’t 
have the opportunity to object, but I would like 
to object to the question. The question is not 
clear and intelligible; explain the law, to whom; 
explain the law to Judge Pacht or to Mr. Kleinman 
or to this bankrupt? 

The Referee: Will you ask another question? 

Mr. Laugharn: I think that is important. 

Q. By Mr. Wolver: You desired Mr. Dienstag 
to discuss the law with Judge Pacht, is that right? 

A. .Yes, I think the question before that stated 
‘about the Simons matter. 

@. And Mr. Dienstag and Mr. Kleinman ac- 
companied you to Judge Pacht? 

A. To Judge Pacht’s office, yes. 
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@. That was the evening of the day they ar- 
rived in the city? 

A. I think that was the day, I think so. [205] 

Q. Is that your best recollection? 

Ag NEB 

Q. Do you recall who was at Judge Pacht’s 
office at that time? 

A. Judge Pacht, Mr. Kleinman, Mr. Dienstag 
and myself, and I think there was another attorney 
there in Judge Pacht’s office; I am not certain as 
to that. 

Q@. And you heard Mr. Dienstag and Judge 
Pacht have the discussion? A. Yes. 

@. You don’t recall exactly what was said? 

A. No. 

@. More or less the law? 

A. It was over my head; it was too much law. 

Q. At that time Judge Pacht and his client 
agreed they would take security? 

A. I believe it was determined on the basis 
of 50 per cent of the amount they had sued for 
to be secured. [206] 

Q. Do you recall at that time a discussion con- 
cerning money that had been collected ? 

A. Collected, no. 

Q. Do you recall asking Mr. Kleinman if you 
could use the money that had been collected on the 
contract of the 24th? A. I don’t recall. [208] 

Q. Do you recall a conversation at which Mr. 
Dienstag set forth the basis under which Mr. Klein- 


246 Sam Kleinman vs. 


(Testimony of Sol Zemansky. ) 
man’s money could be used, or any fresh money 
that he brought forth could be used? 

A. I can’t recall it. 

Q. Was anything said about a revolving security 
that night? 

A. Something was mentioned on that line, about 
new contracts. 

Q. Was there anything said about new con- 
tracts made, or the amount of money advanced or 
the amount of money used? [209] A. Yes. 

Mr. Chotiner: I move that the answer be stricken 
and object to the question as assuming facts not in 
evidence. It is compound, money advanced or used. 

The Referee: What do you mean by that, Mr. 
Wolver, advanced or used ? 

Mr. Wolver: I am using the witness’ own words. 
He said certain money would come in on redemp- 
tions, and we have discussed that further money 
would be advaneed. 

The Referee: Motion denied. 

Q. By Mr. Wolver: Do vou recall Mr. Dienstag 
stating that evening that all security that would be 
redeemed would have to be replaced by other se- 
curity ? A. I don’t recall that. 

Q. Do you recall stating that all redemption 
money would have to be used for the acquiring of 
new pawns? 


A. Yes, that the redemption money could be 
used for new pawns. 
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Q. Mr. Kleinman at various times loaned to 
Zemansky Brothers various sums of money in 
1.0.U.’s? 

A. He used to take an I.0.U. That's the way it 
was handled. 

Q. Were all the I.0.U.’s finally evidenced by 
notes or were some repaid ? 

A. Some, I believe, were repaid and some notes 
issued, both. [210] 

@. Asa matter of fact, Mr. Zemansky, didn’t he 
at various times loan out sums of money on 
I.0.U.’s which were subsequently repaid ? 

A. I don’t know as to the sums. There was 
money loaned on J.O.U.’s and he handed us back 
the I.0.U.’s and we gave him the money. 

Q. That was done quite often? A. Yes. 

@. Do you recall on one occasion when the 
amount involved was $15,000 ? 

A. I don’t recall it. 

@. Do you recall the incident when a diamond 
bracelet was presented to your company for a loan 
and Mr. Kleinman advanced $15,000 to be loaned 
on that bracelet ? 

A. I recall the $15,000 transaction, but I don’t 
recall whether we obtained the money from Mr. 
Kleinman or not. 

Q. What commodity was your firm dealing in? 

A. Primarily diamonds and jewelry. 

@). You were only dealing in money to loan to 
others, isn’t that so? A. Yes. 


248 Sam Kleinman vs. 


(Testimony of Sol Zemansky. ) 

Q. When your business was good and you had 
a great number of loans, that is the time that you 
were short on cash? A. That is correct. 

@. If business was bad, vou would have a lot 
of cash [211] on hand? 

A. Well, that would be the way 1t would operate. 

Q@. So at the various times that you told Mr. 
Chotiner that you were short on cash was when 
your business was good? 

A. You better give me that question again. 

Mr. Laugharn: I submit that that is unintelli- 
gible, that play on words is quite confusing as to 
what business was good. 

The Referee: Overruled. It may stand. 

Mr. Chotiner: I don’t believe there was an an- 
swer given to the question. 

The Referee: Read the question. 

(Question read.) 


A. Well, I could not answer that question in 
view of the present circumstances. 

Mr. Wolver: I will withdraw the question. 

Q. In the light of what you knew at that time, 
at the time you asked for the loans from Mr. Klein- 
man, did the lack of money, the available cash in 
the cash drawer, indicate that the loan business 
was good? Be ies. D212] 

Mr. Dienstag: Mav it he stipulated between 
counsel at this time—I don’t remember if this was 
put in the form of a stipulation—that the copies of 
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the contracts and notes now on file are duplicates 
of the originals which are now existing ? 

Mr. Chotiner: With the exception of the items 
which have not been conceded. 

Mr. Dienstag: There is only one, the $3700 note. 

The Referee: The Court understands that to be 
the record. 

Mr. Laugharn: Counsel stated that he prepared 
copies of the originals. I think we can safely agree 
that they are in evidence. [213] 

The Referee: Very well. [214] 

Q. By Mr. Wolver: Mr. Zemansky, do you re- 
call the setting aside of the pledges for the contract 
of February 24th? 

A. Well, the way I believe it was handled, I 
called Mr. Kravitz in and told him to set the loans 
aside. 

@. Were you present when that was done? 

A. I don’t believe I was. 

Q. Were you present when the contract of 
March 2nd was segregated, the pledges that secured 
that? A. I don’t believe so. 

Q. Do you recall ever observing the manner in 
which the pawns were segregated ? 

A. I have an idea how they were handled. 

Q. How was it handled ? 

Mr. Chotiner: Objected to on the ground that 


it calls for the conclusion of the witness. He wasn’t 
there. 
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Q. By Mr. Wolver: If you know. 

Q. By the Referee: What do you mean, you 
have an idea? Do you mean you were im the place 
at the time when they were doing it? [219] 

A. No, but I knew the theory of 1t. 

Q. How do you know, did someone tell you? 

A. I could see the loans had been transferred 
from one drawer to another. 

Q. After it had been done, you saw what was 
there ? A. Yes. 

The Referee: Overruled. Proceed. The answer 
was, after it was done he saw what was there. 

Q. By Mr. Wolver: What did you see? 

A. The loans were transferred from one drawer 
into another drawer and they were marked with a 
““K”’ on the face of the drawer. 

@. Did you observe the notations that were 
made to be copied into the contracts ? 

A. No. 

@. I believe you told Mr. Chotiner that the Citi- 
zens Bank and the Wulfsons had received security 
prior to this time? A. Yes. 

Q. The GZemansky Brothers had other property 
in addition to the Provident Loan and the State 
Loan? 

A. Yes, they had some other interests. 

Q. And what were those other interests at that 
time ? 
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Mr. Chotiner: Objected to on the ground that it 
is immaterial and not proper cross-examination. 

The Referee: Overruled. [220] 

A. I don’t know what they all were. They are 
in the original schedule of holdings. 

Q@. Where were the books of the Z4emansky 
Brothers kept? 

A. We had a set of books at the Provident per- 
taining to anything that happened at the Provident, 
and then there was also a set of books at the State 
Loan, at 558 Main Street. 

Q. Where were the books kept that showed 
these other interests other than the Provident and 
the 558? A. At the 558 store. 

Q. You had some property in Glendale; what 
books was that shown in? 

A. That was shown in the 558 records. 

Q. What books did you have at the Provident? 

A. The pledge books pertaining to the pledge 
business, and the cash book or day book, a book 
similar to this. 

@. Did you have any other books at the Pro- 
vident ? A. No. 

@. What books did you have at 558? 

A. We had books pertaining to the business at 
the 558 store. 

Q. Were these books accessible to Mr. Kleinman, 
referring to the 558 store books? 

A. No, not the 558. [221] 
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Q. Did you have an interest in the 335 Club at 
El Cerritos, California? A. Yes. 

Q. And how long did you have that interest? 

Mr. Chotiner: We are going to object to this 
line of questioning on the ground that it is imma- 
terial and not proper cross-examination. I don't 
see the materiality of it. 

The Referee: Overruled. 

Q. By Mr. Wolver: How long did you have 
that interest ? 

A. About three or four years. 

Q. Do you have an interest in the Playhouse 
Fascination at Butte, Montana? 

A. Part of an interest my brother Joe had. 

@. You had a portion of the interest? 

Mr. Laugharn: May it please the Court, I believe 
that question should be more definite, whether or 
not he means the partnership had that interest or 
this witness as an individual. 

The Witness: The partnership. 

Mr. Wolver: The partnership. 

The Referee: All right. [222 

Q. By Mr. Wolver: How long had vou had that 
interest ? 

A. I don’t know the exact length of time. 

@. You had an interest, the partnership had an 
interest, in the Club Fortune? A. Yes. 

Q. And that is located at Reno, Nevada? 

A. Yes sir. 
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Q. How long have you had that interest? 

A. Three years. 

Q. The partnership had an interest in the he- 
dondo Properties Corporation? A. Yes. 

Q. And that corporation had considerable real 
estate ? A. Yes. 

@. How long had you had that interest? 

A. About three years. 

@. The partnership had an interest in the Palace 
Amusement enterprise? A. Yes. 

Q. How long did you have that interest 4 

A. About four or five years. 

@. The partnership had an interest in the Re- 
dondo Palace? A. Yes. 

@. How long did you have that interest? 

A. About three years. [223] 

Q. The partnership had an interest in the Nep- 
tune at Long Beach? A. Yes. 

Q. How long did you have that interest? 

A. About a year. 

Q. The partnership had an interest in Robbins’ 
Bingo at Bayshore in San Mateo County, is that 
correct ? A. Yes sir. 

Q. You also owned the real estate there? 

A. Yes. 

@. And how long did you have that in- 
terest? [224] A. About four years. 

Q. By Mr. Wolver: The partnership had an in- 
terest in the Boulevard at Belmont Shores? 
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A. Yes: 

Q. How long had you had that interest? 

A. About two years. 

Q. The partnership had an interest in a piece 
of real property in Glendale bordered by San Fer- 
nando, Los Feliz and Central Avenue? 

A. Yes. 

Q. What was the cost of that piece of property? 

Mr. Chotiner: Objected to on the ground that it 
is Immaterial. 

The Referee: Overruled. 


A. $120,000. 
Q. By Mr. Wolver: How long did you have that 
place? A. About 15 years. 


Mr. Chotiner: That assumes a fact not in evi- 
dence, that he had that place. 

The Referee: Overruled. 

Q@. By Mr. Wolver: How long did the partner- 
ship have it? A. About 15 years. 

Q@. By Mr. Wolver: Mr. Zemansky, did you 
keep a permanent record or any record of any un- 


redeemed pledges? A. INo. "2257 
Q. Did you keep any inventory of any precious 
gems or other merchandise on hand? A. No. 


Q. Could you tell at any time how much mer- 
chandise or how many unredeemed pledges you had 
on hand? A. No. 

@. Did you have large amounts of them? 

A. At various times we have large amounts. 
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Q. Did that amount to an appreciable sum, such 
as hundreds of thousands of dollars? 

A. Yes. [226] 


nd 


KLEINMAN’S EXHIBIT No. 1 
No. 75000 
iime—s. A., H., B., C., Cs. of B., Cee Sem. 
HOSP AM@eleSs Oa, 2 sic5 2.2 


Under the terms and conditions herein set forth, 
and in consideration of ....... IDO (Gee a ) 
to me loaned by the firm of State Loan Office, I 
hereby pledge and deliver to them as security for 
the repayment of said loan, together with interest 
thereon, at the rate of ........ per cent per month, 
from date hereof, the following described property, 
Seem Ne ers Wee nN coum wl on a Bas 
I hereby promise to repay said loan, together with 
interest, at the office of State Loan Office, Los An- 
geles, Calif., one month after date of this instru- 
ment; this loan is made and accepted under the 
terms and conditions provided for in Sections 2 and 
3 of Chap. 538 Stats. 1935, State of California, 
copies of the same being printed on the reverse side 
hereof and are hereby made a part hereof. | Have 
Read the Law Printed on the Reverse Side Hereof 
Relative to Interest Charges and Period of Redemp- 
tion and Understand the Purport Thereof; pay- 
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ment of any sum or sums after the date of the ma- 
turity of this note shall not extend or change the 
terms of said loan or this note unless expressed in 
writing on the face thereof; I hereby declare and 
warrant that I am the sole and absolute owner and 
or have the authority to pledge the above described 
property; and I hereby agree that the firm of State 
Loan Office shal] not be responsible to me or my as- 
signs for loss occasioned by fire, theft, robbery, hold- 
up, act of God or public enemy, and that their re- 
sponsibility shall in no event or at any time exceed 
twenty-five per centum in addition to the amount 
loaned; I expressly waive diligence, demand, pre- 
sentment for payment and notice of sale; if this 
instrument is executed by an agent the principal 
agrees to all of the above terms and further agrees 
that he is bound by all the subsequent acts of the 
said agent. I'he delivery of this pledge to the orig- 
inal pledgor with or without this receipt relieves 
the pledgee of all lability to any and all persons. 


SHOMed .. S....c4.0 ee 
HNGUMESS'. ... .. 244. 2. 9e 


(Reverse Side) 


Interest Paid to Date of Payment Remarks 


(Followed by ruled form not filled in.) 


Paul W. Sampsell, Trustee 257 


(Testimony of Sol Zemansky.) 


STATE LOAN OFFICE 
558 South Main Street 
No. 75000 


Mos Anmcoles.. Calkigewr: e.e2 ys .aye sand 


If You Wish to Sell This Ticket Consult Us First 
Positively No Goods Delivered on Checks 


Under the terms and conditions herein set forth, 
PmiimecOnSICemallon Of . .. 28h. acrg ae ees vases - 
Wollars (S......... ) to me loaned by the firm of 
State Loan Office, I hereby pledge and deliver to 
them as security for the repayment of said loan, to- 
gether with interest thereon, at the rate of........ 
per cent per month, from date hereof, the following 


I hereby promise to repay said loan, together with 
interest, at the office of State Loan Office, Los An- 
geles, Calif., one month after date of this instru- 
ment; this loan is made and accepted under the 
terms and conditions provided for in Sections 2 and 
pore Chap. O66 Stats. 1935, State of California, 
copies of the same being printed on reverse side 
hereof and are hereby made a part hereof. I Have 
Read the Law Printed on the Reverse Side Hereof 
Relative to Interest Charges and Period of Redemp- 
tion and Understand the Purport Thereof; payment 
of any sum or sums after the date of the maturity 
of this note shall not extend or change the terms of 
said loan or this note unless expressed in writing on 
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the fact thereof; I hereby declare and warrant that 
I am the sole and absolute owner and or have the 
authority to pledge the above described property ; 
and I hereby agree that the firm of State Loan Of- 
fice shall not be responsible to me or my assigns for 
loss occasioned by fire, theft, robbery, holdup, act 
of God or public enemy; and that their responsibil- 
ity shall in no event or at any time exceed twenty- 
five per centum in addition to the amount loaned; 
I expressly waive diligence, demand, presentment 
for payment and notice of sale; if this instrument 
is executed by an agent the principal agrees to all 
of the above terms and further agrees that he is 
bound by all the subsequent acts of the said agent. 
The delivery of this pledge to the original pledgor 
with or without this receipt relieves the pledgee of 
all lability to any and all persons. 

This receipt will not be honored by us unless 
signed by person who left above described goods. 

No Goods Sent C. O. D. 

To Redeem Pledgor Must Sign Here— 

Signed 


If you wish the time extended, send the interest 
due, and give the number of this ticket. 

Clothing, wearing apparel, furs, trunks and suit- 
cases or property of similar character can be re- 
deemed within 7 Months from date issued. Dia- 
monds, watches and jewelry can be redeemed with- 
in 13 Months from date issued. 

Interest Payable Monthly. 
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(Reverse Side) 
State Loan Office 

Sections No. 2 and 3 of Chap. 538, Stats. 1935 

Section 2. It shall be a misdemeanor for any 
pawnbroker to charge or receive compensation at a 
rate in excess of three per cent per month on loans 
not exceeding three hundred dollars, or in excess 
of two per cent per month, on loans in excess of 
three hundred dollars, except that a Minimum 
Charge of Fifty Cents Per Month may be made in 
any case where the monthly charge permitted by 
this section would otherwise be less than fifty cents. 
[Printer’s Note: Paragraph not legible because of 
holes being punched through printed matter. | 

Section 3. Every pawnbroker shall retain in his 
possession every article pledged to him, except 
clothing, wearing apparel, furs, trunks and suit 
cases, and articles of similar character, for a period 
of one year after the last date fixed by his loan con- 
tract for redemption. He shall keep such exempted 
articles for a period of six months after the last 
date fixed for redemption by his loan contract. 

The pledgor or his assigns may redeem the arti- 
cles at any time during such period. If such article 
is not redeemed within the period thus allowed, the 
pawnbroker shall at the end of that period become 
vested with all right, title, and interest of the 
pledgor or his assigns therein, to hold and dispose 
of as his own property. All provisions of law re- 
lating to pledges and foreclosure of pledges in con- 
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flict with this act shall not apply to pledges with 
pawnbrokers under this act. It shall be a misde- 
meanor for any pawnbroker to violate any pro- 
vision of this section. 

Below appears the date to which this note has 
been extended. 


Interest Paid to Date of Payment 


(Followed by ruled printed form not filled in) 
How to Redeem If Out of Town 


Sign this ticket, hand with amount due to Rail- 
way Express Agency, and they will collect and for- 
ward goods to you. 


Fifty Cents Charges for Packing 
[Endorsed]: Filed Aug. 22, 1940. 


Mr. Wolver: Mr. Zemansky, when a loan was 
made on a pawn, the amount loaned on the pawn 
never equalled the value of the pawn? 

A. No. 

Q. It would be, in all events, less than the value 
of the pawn? A. Yes. 

Q. And whenever Mr. Kleinman sold pawns for 
you, he always sold them at an amount greater 
than the amount you had in them by reason of 
prior loans? 

A. ‘There mav be an occasion when we had a 
loss. 
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Q. Do you recall any such case? me 30: 
Q. Would it be fair to say with the exception 
of a possible few occasions, all other pawns were 
sold by him, any redeemed pawns, were sold at a 
profit? A. Yes. [234] 


Re-Direct Examination 


By Mr. Chotiner : [235] 

Q. I believe vou testified on cross-examination 
that you noticed a difference in Mr. Kleinman’s 
health during the time that he was associated at 
the Provident Loan Association. Now, Mr. Ze- 
mansky, did you notice what his condition was be- 
ginning with the Ist of January, 1939, up to Feb- 
ruary 24, 1939, as to his state of nervousness? 

A. Well, I wouldn’t be qualified to answer that. 

Q. Well, can you tell us what Mr. Kleinman’s 
demeanor was as to the manner in which he walked 
at the Provident Loan Association during that pe- 
riod of time? 

Mr. Wolver: That is objected to as being in- 
competent, irrelevant, and immaterial. 

Mr. Chotiner: If the Court please, I am going 
to develop this. 

The Referee: Can you answer that question ? 

A. I never noticed any difference. [236] 

Q. Mr. Zemansky, directing your attention to the 
night when the Simons security was set aside for 
Simons, who was there at the Provident oan As- 
sociation so far as the Simons people were con- 
cerned ? 
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A. I believe Mike Lyman was there and Bill 
Simon and an attorney from Judge Pacht’s of- 
fice by the name of Ross, myself, Dave Zemansky, 
Abe Zemansky, Mr. Kleinman and Mr. Dienstag. 

Q. Was Judge Pacht there that night? 

A. I don’t think he came over. 

Q. You say Bill Lyman was there. Will you tell 
us approximately how much Mr. Lyman weighs. 

A. You mean Bill Simon? 

Q. Bill Simon. 

A. If you ask me, I would say close to around 
425 pounds. 

Q. About how tall is he? 

A. Close to six feet. 

@. Now, during the time that all those parties 
were present there, was there a discussion among 
you as to the giving of security to the Simons 
people? 

A. When they came there that night, it had al- 
ready been agreed on. [237] 

@. Was there ever any discussion after that, that 
night there? 

A. ‘There were several minor discussions. 

@. What were those minor discussions? 

Mr. Dienstag: What about the question of Mr. 
Simons’ weight and height. 

Mr. Chotiner: It will develop very shortly. I 
ean only take one thing at a time. 

The Referee: What were the minor discussions 
you refer to? 

A. ‘There were several. It seems they had come 
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up there for the purpose of reading the agreement. 
There were several objections and changes made in 
there, and that is about all the discussions there 
were. 

Q. By Mr. Chotiner: Were there any loud 
voices used there that night? 

A. . Yes, I believe several times they spoke above 
a whisper. 

Q. When you say they spoke above a whisper, to 
whom are you referring? 

A. To Simon and Lyman. 

Q. That includes one of the big fellows, is that 
right ? A. Yes. 

@. When you say they were speaking above 
a whisper, we might have some levity, would you 
say it was in a loud [238] voice? 

A. That is right. 

@. And that could be heard all over the second 
floor of the Provident Loan Association, is that 
right? 

A. And the adjoining buildings also. 

Mr. Wolver: I assume this levity is necessary, 
and unless it is more apparent and connected with 
this case than it is now, we can move to strike. 

The Referee: It hasn’t helped or hurt anybody 
so far. 

Q. By Mr. Chotiner: Now, Mr. Zemansky, what 
was it that Mr. Simons said in this loud voice ? 

A. One of the prior discussions was as to the 
payment and the amount of money that was to be 
paid. We wanted to divide it over a period of 12 
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months. That was one of the points of the discus- 
sion. 

Q. What was it Mr. Simons said in that loud 
voice ? 

A. He said, ‘‘You would hawe to pay off or 
else.’’ I believe that was about the substance of it. 

@. What did Mr. Simons say; did be say any- 
thing else besides ‘‘or else’’ in a very loud voice? 

A. I can’t recall anything else at present. 

Q@. When he told you you had to make the pay- 
ment in one amount, what did you say, 1f anything? 

A. I still wanted it my way. 

@. What did you tell him? 

A. It couldn’t be done that way. [239] 

Q. When vou told him it couldn’t be done that 
way, did Mr. Simons’ voice still continue loud? 

A. Quite loud at all times. 

@. What did he say after you told him it 
couldn’t be done that way ? 

A. Isaid my theory was correct. 

@. Your theory being correct, you mean you 
could not pay any more than you said you could 
pay? A. Wes. 

Q. During the time these conversations were tak- 
ing place, Mr. Kleinman was present at the Provi- 
dent Loan Association, is that correct ? 

A. He was on the floor but I don’t think he was 
in the room. [240] 

Q. By Mr. Chotiner: Did you say anything to 
Judge Pacht as to your ability to pay off the entire 
amount at that time? A. I can’t recall. 
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Q. For the purpose of refreshing your memory, 
isn’t it true that you told Judge Pacht you were 
financially unable to pay the money then? 

A. Oh, yes, I told him I was not able to pay 
it then, certainly. [242] 

Q. Now, the following day in your office, who 
was present? 

A. I believe it was the following day or eve- 
ning. Mike and Bill Simons, and myself and my 
two brothers. 

Q. This conversation took place from 7 at night 
until around midnight? A. Yes. 

@. When the conversation started that night, 
were demands made of you for payment of the full 
amount ? 

Mr. Wolver: That is objected to as being hear- 
say. He has already stated Mr. Kleinman, if there, 
Was In a Separate room. 

The Referee: How are you going to bring Klein- 
man in on this? 

Mr. Chotiner: By the loud voices that were used, 
wont Etonor. 

The Referee: All the time? 

Myr. Wolver: My. Kleinman was having a ner- 
vous relapse at that time, your Honor. 

Mr. Chotiner: If that is in the form of a stipu- 
Jation, we will accept it. 

The Referee: Objection overruled. 

The Witness: What was the question? [243] 

(Question read.) 
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A. Yes, they always wanted the full amount. 

Q. By Mr. Chotiner: Was that said in a loud 
voice? A. I don’t recall. 

©, By the time you left there around midnight, 
had you reached an understanding with the Simons 
people as to the manner and method of payment? 

B Wes. 

@. Was that different from the manner that the 
Simons people had been asking for? 

Mr. Wolver: Objected to as being incompetent, 
irrelevant, and immaterial. 

The Referee: Overruled. 

A. There were certain modifications. 

Q. By Mr. Chotiner: Were the modifications 
that you were going to make for a payment plan 
instead of all at once? 

A. On a payment plan. 

Q. Now, directing your attention to the testi- 
mony on cross-examination about a revolving fund 
for money that would be advanced or used, in con- 
nection with the Kleinman transaction, what do 
you mean by that? 

A. What I meant by that was the money that 
would accumulate from redemptions was going tc 
be used to take in more loans, new loans. 

Q. Now, when a redemption was made of a 
pledge that [244] had heen given to Mr. Kleinman 
as security, and that pledge was withdrawn from 
the Kleinman security, did vou have on hand any 
other pledges that could have been used to re- 
place the one that had been withdrawn ? 
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A. Well, I don’t know. 

Q. Well, did you have any pledges in your 
place of business, other than those that had been 
rehypothecated to other individuals? 

mE, Wes. 

Q. Then I take it, at the time when a pledge 
was withdrawn from the Kleinman security, you 
did have another pledge in the room there, is that 
correct? ee Ves: 

@. Of approximately the same amount? 

A. Yes, that is correct. 

Q. Directing your attention to your examina- 
tion and testimony on cross-examination that when 
business was good, you were short of cash. Now, 
every time that you were short of cash within six 
months prior to February 24, 1939, was that a re- 
sult. of business being good ? 

Mr. Wolver: That is objected to as being in- 
competent, 1relevant, and immaterial, not proper 
cross-examination. 

Mr. Chotiner: Redirect. 

Mr. Wolver: Not proper redirect examination, 
in that we limited our statement to no definite 
period. 

The Referee: Overruled. [245] 

The Witness: I imagine the rule would be, busi- 
ness would be good. Jn this case it wasn’t. [246] 

@. What was the reasonable market value of 
your individual assets during 1938, and up to Feb- 
ruary 24, 1939? 
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A. My own individual assets? 

Q. Yes. 

A. Not a thing except my automobile. 

Q. That was worth under a thousand dollars? 

[250] 

My. Wolver: That is objected to as leading and 
suggestive. 

The Referee: Well, what was it worth? 

A. Abvut $1500. 

Q. By My. Chotiner: You testified on cross-ex- 
amination that at various times you had large 
amounts of unredeemed pledges. Now, then, di- 
recting your attention to the period of six months 
prior to February 24, 1939, did you have large 
amounts of unredeemed pledges? 

A. Not at that time. [251] 


Reeross-Examination 


By Mr. Wolver: 

Q. When you referred to a revolving security, 
didn’t you mean that the money that would come 
in from redeemed accounts would be used to ac- 
quire pledges? 

A. Yes, that was my understanding of it. 

@. And in that manner the security would be 
immediately replaced ? 

A. Yes, for example, we would always give new 
security, 

Q. Mr. Zemansky, in answer to Mr. Chotiner’s 
question vou stated that the lack of money dur- 
ing the last six months was not by reason of good 
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business. Did you know it at that time, during 
this six months period? Or during that period 
prior to February 24th, did you know at that time 
that the lack of money was due to no reason other 
than good business? 

A. I knew we were refusing business. Loans 
were being offered, but we were unable to make 
them. 

Q. Was that because a great number of loans 
were being [254] presented to you? 

A. No more than the regular average. 

Q. Did you know that the lack of funds at that 
particular time was for any different reason than 
was theretofore the reason for lack of money? 

A. That question is not quite clear. 

Q. I will withdraw it and try to clarify it. Dur- 
ing that six months pericd prior to February 24, 
1939, when you were refusing new loans for lack of 
money, did you know that the lack of money was 
a result of any condition in regard to your busi- 
ness other than it was from the condition prior to 
that six months period? 

A. I didn’t know. [255] 

Q. How long did it take you to prepare your 
schedules in this case, your bankruptcy schedules? 

A. How long? 

@. Yes. 

A. I don’t know the dates. It was filed in a 
skeleton way. [256] 

Q. You didn’t have that information available 
until you started to prepare these schedules? 
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me, So: 
Q. You didn’t know your financial condition 
prior to that time? A. No. 


Redirect Examination 


By Mr. Chotiner: 

Q. Did you understand that Mr. Dienstag and 
Mr. Ross were to collaborate in the drawing of the 
Simons agreement? 

A. The way I understood it was that Mr. Dien- 
stag was to work out his theory of it with Mr. 
Ross. That was about the way it was. 

Q@. Was Mr. Dienstag representing you in con- 
nection with the Simons matter ? 

Mr. Wolver: That is objected to. 

Mr. Laugharn: I think we ought to have a di- 
rect answer to that. 

The Referee: The witness can explain his an- 
swer if he wants to. 

A. Well, I can say this, that I never employed 
him as my attorney. He was a son-in-law of Mr. 
Kleinman. He [257] never received pay from me. 

Q. By Mr. Chotiner: In other words, Mr. Dien- 
stag, in working with Mr. Ross in the preparation 
of this agreement, was looking out after your side 
of the case, is that right? 

Mr. Wolver: That is objected to as calling for 
the conelusion of the witness. 

The Referee: Overruled. 

A. I would say that was the situation, because 
I had no other attorney to review the papers. [258] 
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Recross- Examination 
By Mr. Wolver: 

Q. Mr. Dienstag never represented you as at- 
torney ? 

Mr. Chotiner: That is objected to as calling 
for the conclusion of the witness. 

The Referee: Overruled. 

A. I just tried to explain the situation as to 
how he appeared. He went down to talk the mat- 
ter over with [259] Judge Pacht. Mr. Dienstag 
was endeavoring to work out a contract with Mr. 
Ross. He never received any fees from me; never- 
theless, I relied on his judgment because I had no 
other attorney to look it over. 

). Mr. Dienstag never presented any bill to you, 
did he? A. No. 

Q@. He never appeared in a court proceeding 
for you? A. No. 

Q. By the Referee: Mr. Zemansky, did Mr. 
icleinman ever actually leave your employ, in other 
words, was he ever off the pay roll? 

A. I don’t think he was. 

@. You don’t think he was? A. No. 

Q. Was he away from the place of business 
for any extended period of time? 

A. Yes, he used to go up to San Francisco 
quite often, staying two or three days, sometimes 
a week. 

Q. Was he away more than a week at a time? 

A. I think so. 
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Q. That was always with your permission? 

A. Yes sir. [260] 

@. So far as you know, he remained on the pay 
roll at that time? 

A. Yes. My brother Dave wrote the checks, 
so he would know definitely. 

Q. You reaily don’t know whether he was on 
the pay roll? 

A. I am inclined to think he was always on the 
pay roll. 

Q. The record shows that the attachment by 
Simons was levied February 27, 1939. I assume 
that before the actual attachment was levied you 
had some demand from Simons for payment of 
their money ? 

A. No, that is not entirely correct. 

Q. It is not? 

A. I had a conversation with him, and then 
it was we changed over the notes to six per cent. 
That was done about 30 days prior to the filing 
of this ease. At the time those notes were changed, 
I really believed 1! was going to be all right, that 
they would go along with me, so when the suit 
came, I was very much surprised. 

Q. What I am getting at, was the attachment 
the very first notice you had that Simons wanted 
his money at that time? A. Yes. 

@. There had been no demand on you? 

A. No demand. [261] 
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Q. This instrument, which is in evidence as 
Trustee’s Exhibit 4—may I ask, gentlemen, if this 
is merely a copy or is that an executed original? 

Mr. Wolver: That is an executed original. May 
I see it to be sure? No, this 1s a copy. 

The Referee: Do you have the original? 

Mr. Laugharn: I don’t know whether this is 
an original or not. This has Mr. Kleinman’s sig- 
nature on it, but as to whether or not it is entirely 
executed as an original, it does not seem to be. 

@. By the Referee: Mr. Zemansky, this in- 
strument bears date February 24, 1939. You pre- 
viously testified you signed it in the City of San 
Francisco? A. Yes. 

Q. Did you sign it on the 24th day of Feb- 
ruary, 1939? 

A. The only way I would be able to tell, I would 
have to find out from the St. Francis the date 
I was there, at the St. Francis Hotel. That’s the 
only way I ean fix the exact date. 

Q. You don’t know whether you signed it on 
the 24th or [262] not? A. J don’t know. 

Q. When you signed it, had it been signed by 
any of the other parties to the contract? 

A. You mean by my two brothers? 

Q. Your two brothers and Mr. Kleinman. 

A. I don’t recall whether Mr. Kleinman signed 
it right there or not, but my two brothers, Dave 
and Abe, signed it in the office of the Provident 
the night that the Simons boys had their conver- 
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sation there. That is the night their signatures 
were affixed to it. 

Q. Then they signed it after you did? 

A. After I did, yes. 

Q. Now, how long did you remain in San Fran- 
cisco on that trip? 

A. I believe I was there two or three days. 

Mr. Laugharn: Did the Court fix the date of 
that evening? 

The Referee: No, I was just coming to that. 

Q. You don’t know whether you stayed there 
more than two or three days? 

A. I don’t know. 

Q. How long had you been there when you 
signed the agreement? 

A. The following morning. 

Q@. The day after you got there? [263] 

A. If I got in that morning, I signed it then; 
if I got in that night, if I drove in the machine, 
the following morning I signed the contract. 

Q. Would you happen to remember the day of 
the week it was? x. Wo; I*don®: 

Q. When you returned to Los Angeles, was 
your place under attachment ? A. No. 

Q. How long after you returned to Los Angeles 
did the Sheriff walk in? 

ie A few days are! 

@. A few days after? A. Yes. [264] 

Q. You already testified, when you learned of 
the attachment, you telephoned to Mr. Kleinman 
long distance? A. Yes. 
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Q. You don’t know whether he was up there 
while you were there, or whether he went up after 
you came down, or just how he came up? 

A. I don’t know. 

Q. You don’t know? A. No. 

Q. But naturally you knew he was in San Fran- 
cisco when you called him there? [266] 

A. JI ealled him in San Francisco. 

Mr. Laugharn: From the general questions of 
the Court, apparently one date in question can now 
be established with certainty, and that is that the 
date upon which this witness registered at the St. 
Francis Hotel is the same date as the date when 
he actually signed this contract. 

The Witness: If I went in my machine, it 
would be the following day. If I went up on the 
train it would be the same day. [267] 


LEO KRAVITZ 


called as a witness on behalf of the Trustee, having 
been first duly sworn, testified as follows: 


The Referee: Your name, sir, is what? 
The Witness: Leo Kravitz. 
Direct Examination [271] 


By Mr. Chotiner: 
Q. How long did you work at the Provident Loan 
Association office ? A. Five or six years. 
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Q. Was that the last five or six years prior to the 
bankruptcy proceedings? 4. Yes sift. 

Q. What was the nature of your duties? 

A. Loan clerk. 

@. By Mr. Chotiner: Do vou know Mr. Sam 


Kleinman ? A. Ido. 
Q. How long have you known him approxi- 
mately ? A. 10 or 12 years. [272] 


Q. What were the duties of Mr. Kleinman at the 
Provident Loan Association during the last two 
years that the place was in business? 

A. Selling diamonds, working here and working 
there, all over. 

Q. When you say “‘working here and working 
there. and all over,’’ what does that comprise ? 

A. He was making loans once in a while, and 
selling jewelry to people, once in a while and selling 
diamonds. 

@. Was there an emplovee there at the Provident 
by the name of Harry Cussick? A. Yes sir. 

@. And when did he leave his employment at the 
Provident? 

A. Oh, about a vear or so before the bankruptey. 

Q. And in relation to the time that Mr. Cussick 
left the employ of the Provident. what were Mr. 
Kleinman’s duties after that? 

A. The same as it was before he left the Provi- 
dent. 

Q@. And did he spend very much time as a loan 
elerk [273] after Mr. Cussick left the employ? 

A. He spent a little more. 
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@. Now, during the time that Mr. Kleinman was 
working there as a loan clerk, did you notice 
whether he ever looked in the cash drawer? 

A. Just off and on. 

Q. By off and on, would you relate the cireum- 
stances under which he would look in the cash 
drawer ? 

A. Well. be came down in the morning, talked 
to me a little bit, and then walked over to the cash 
drawer and looked into it. 

@. Did he look into the cash drawer at times 
when there was no customer there to borrow money ? 

A. Yes, he looked in there, then he looked in 
there when there was a customer in there to borrow 
money. 

@. And what was the cash drawer used for, what 
purpose did the cash drawer serve? 

A. To pay money out. 

@. Was there any other place at the Provident 
where money was kept for the purpose of making 


loans other than the cash drawer ? A. 558. 
Q. That is, 558 South Main Street, vou are re- 
ferring to? A. Ye¢s sit. 


@. But at the Provident Loan Association office, 
was [274] there anv other place other than the cash 
drawer ? 

A. No sir, not that I know of. 

@. Do vou remember the occasion when pledges 
were set aside for Mr. Kleinman ? 

A I do. 
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@. And was that sometime around February 24, 
1939 ? A. Around that time, yes. 

Q. Now, prior to the time when the security was 
first set aside for Mr. Kleinman, who had to open 
up the vault and the vault door in the morning ? 

A. JI opened it and my brother-in-law opened it. 

Q. Who is your brother-in-law? 

A. Mr. Sego. 

@. Where was the key kept prior to the time 
that the security was given to Mr. Kleinman? 

A. Right in a little drawer in the desk, but you 
pressed a button for the gate. 

Q. Now, prior to the time that the security was 
given to Mr. Kleinman, did Mr. Kleinman ever open 
the vault or the vault door, to your knowledge? 

A. You mean open up the vault? 

O! Yes. [275] 

A, Wow. 

Q. Now, after the security was given to Mr. 
Kleinman, did you follow the same proredure in 
opening up the vault and the vault door as you did 
before ? “.  Yeswsir. 

@. Was the key kept in the same place? 

A. Yes sir. 

Q. Was that key available to all the employees 
of the Provident? A. Yes sir, 

@. Did you ever have any conversation with Mr. 
Kleinman prior to his obtaining security on the 
subject of available money at the Provident? 

A. I don’t know what you mean. 
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Q. By available money, I mean money sufficient 
with which to make loans. 

A. You mean, if I didn’t have any money in 
the cash box, is that the question you want to ask 
me? 

Q. I want to know whether you and Mr. Klein- 
man ever said anything to one another regarding 
that subject. | 

A. When we needed money I used to go to Mr. 
Kleinman to get a little money to make a loan. If 
he didn’t have it [ would call up Dave Zemansky. 

(. Did Mr. Kleinman ever say anything to you 
about the condition of the cash drawer? 

A. He used to look in it once in a while. He 
says, [276] ‘‘Are you going to make a loan?”’ 

@. Prior to the time that Mr. Kleinman first ob- 
tained the security, did you ever have any conversa- 
tion with Mr. Kleinman regarding the subject of 
there not being sufficient money in the cash drawer? 

A. Off and on, yes sir. 

Q. What was that conversation or conversa- 
tions? 

A. Well, Mr. Kleinman looked in the cash 
drawer and there was no money to make a loan. I 
said, ‘‘Well, I will get in touch with Dave,”’ and 
Dave used to send him up some money. 

Q. What did Mr. Kleinman say, if anything? 

A. Then if a loan should happen to come in be- 
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fore Dave would send him up some money I used 
to go to Mr. Kleinman and ask him for the money. 

Q. What did Mr. Kleinman say on those oc- 
easions, if anything? 

Mr. Wolver: Before you have that answered, 
may we have that point marked? 

The Referee: Yes. 

Q. By Mr. Chotiner: What did Mr. Kleinman 
say, if anything, on those occasions when you would 
ask him for money ? A. Get it off of Dave. 

@. Were there ever occasions when you would 
call up Dave for money and Dave did not send it 
up, and a customer [277] would come in to make 
a loan? 

A. Yes, then I would go over and ask Mr. Klein- 
man for the money. 

@. Did those occasions ever happen ? 

A. Very often. 

Q. And did Mr. Kleinman always give you the 
money then ? A. Not all the time. 

@. Did Mr. Kleinman ever refuse to give you 
any money with which to make loans when you 
asked him for it? A. Once in a while. 

@. Was that prior to the time that the security 
was set aside for Mr. Kleinman ? 

A. Before and after. [278] 

Q. Well, for the purpose of refreshing vour 
memory, isn’t it true that Mr. Kleinman told you 
on an occasion before the security was set aside 
for him, that he had a business proposition he 
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would like to submit to the Zemanskys, and you 
told him there was no sense in doing it, as they 
didn’t have any money? 

A. That the Zemanskys didn’t have any money? 

Q. Yes. Did you ever tell that to Mr. Klein- 
man? [279] A. No sir. 

Q. By Mr. Chotiner: Were there occasions 
prior to Mr. Kleinman obtaining security, when 
loans were refused to customers for the reason 
that there was not sufficient money in the cash 
drawer with which to make the loans? 

A. I don’t quite understand that question. 

Q. Well, did you ever turn down loans because 
there was not sufficient money in the cash drawer? 

A. Yes sir. 

Q. Was that before Mr. Kleinman got the se- 
curity ? A. Yes sir. 

@. And were there very many occasions like 
that? [280] A. Off and on. 

@. And did those occasions arise after you had 
called Dave Zemansky for money? 


A. Yes sir. 
@. And did those occasions arise after you asked 
Mr. Kleinman for money? A. Yes sir. 


Q. Did Mi. Kleinman ever say anything to vou 
about his difficulty in having his account taken care 
of in any way? 

Mr. Wolver: That is objected to as being un- 
certain and ambiguous. 

The Witness: What account? 
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Q. By Mr. Chotiner: The money that was 
owing to him [281] by the Zemanskys. 

The Referee: The objection is overruled. 

A. I never knew he had any difficulty. He had 
never spoken to me anything about his account. 

Q. By Mr. Chotiner: All I am trying to find 
out is this, whether you remember any conversation 
of any kind had with Mr. Kleinman and yourself 
regarding the subject matter of the business rela- 
tionship between Kleinman and the Zemanskys. 

A. Well, the only business transaction I had 
with Mr. Kleinman was, Mr. Kleinman told me to 
keep the numbers right on the pledges. [282] 

@. By Mr. Chotiner: Were there occasions 
when there wasn’t very much for the employees to 
do? A. O¥ies Sir: 

@. And they would sit around and talk, is that 
correct ? 

A. Yes, we used to sit around and talk. 

@. Did you and Mr. Kleinman ever sit around 
and talk on any of those occasions? 

A. We used to talk about diamonds and the 
loans. 

@. Did you ever talk about the condition of the 
business at the Provident? 

A. Yes, we talked about it. 

@. What was your conversation? 

A. The condition of the business and how you 
are going to make loans. 

Q. Who said that? 
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A. There is no money in the till, Mr. Kleinman 
used to say that. 

@. Give us the rest of the conversation. 

A. I said, ‘‘Well, Sam, if we can’t make any 
loans, I will get some money off of Dave or get 
a little money off of you if a loan comes in.”’ In 
the meantime, a redemption would come in and I 
would loan that money, and I wouldn’t have to 
ask him. This is just casual talk we used to have 
[284] all day long. 

Q. Did those conversations take place prior to 
the time that security was set aside for Mr. Klein- 
man? A. Before and after. 

Q. Now, did you ever have any conversation 
with Mr. Kleinman before the security was set aside 
for him, regarding the subject matter of the Ze- 
manskys being able to operate the Tango games. 

Ee Offvand on. 

Q. What was that conversation ? 

A. He used to ask me once in a while if that 
was going to open up. 

Q. What did you say, if anything? 

A. I told him they would probably be opened up 
in about a week or so. 

@. Give us the rest of the conversation. 

#. What is-about all. 

Q. Did you ever talk with Mr. Kleinman about 
the subject of if the Tango games were operated, that 
the Zemanskys could work things out? 
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A. I told him that if the Tango games would 
open, it would be a great help to the firm. 

Q. What did Mr. Kleinman say to that, if any- 
thing? 

A. He said, ‘‘It will be all righit.”’ 

@. And did those conversations take place be- 
fore the security was set aside for Mr. Kleinman? 

[285 ] 

A. Before and after. 

Q. Now, did Mr. Kleinman ever tell you that if 
the Zemanskys were able to operate the Tango games 
they could work things out, otherwise they could 
not? 

A. He told me—what was that question ? 

The Referee: Read it, please. 

A. I don’t think he told me that. 

Q. By Mr. Chotiner: Now, then, directing your 
attention to the time when the security was set aside 
for My. Kleinman, who told you to do it? 

A. Sol Zemansky. 

@. And who was present when the security was 
set aside for Mr. Kleinman? 

Mr. Dienstag, Mr. Sego; that’s about all. 
Where was the transaction handled ? 

At the Provident Loan Association. 

Was that in the daytime or at night? 

Right after dinner. 

Pardon me; I didn’t hear the answer. 
Right after dinner. 

. Was that after the Deputy Sheriff had been 
in there? 


OrOobPOoPO> 
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The Referee: Just a second. The Court has to 
know what this gentleman means by dinner. Some 
people still eat their dinner at noon. What do you 
mean ? A. 7 o’clock. [286] 

The Refereé: 7 o’clock in the evening. 

Mr. Wolver: May I have that last question 
again? 

(Question read as follows: ‘‘Was that after 
the Deputy Sheriff had been in there?’’) 


Mr. Wolver: Iam going to object to that ques- 
tion on the ground that it assumes something not 1n 
evidence. There is no testimony whatsoever about 
the Deputy Sheriff being there before the first 
security was picked out for Mr. Kleinman. There 
was a Deputy Sheriff there at the time of the Simon 
transaction, March Ist or 2nd. 

The Referee: I know, but there is evidence 
here that there was a Deputy Sheriff in there at 
some time or other, and this question was before 
the Sheriff went in there. 

Mr. Wolver: I think he said while the Sheriff 
was there. 

Mr. Chotiner: I asked whether it was after the 
Sheriff was there. 

The Referee: The objection is overruled. Per- 
haps we should find out definitely whether this 
gentleman knows anything about the Sheriff be- 
ing there. 

Q. By Mr. Chotiner: Do you recall the Deputy 
Sheriff being at the Provident Loan Association 
around that time? 
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A. Not around that time. 

Q. When was it that the Deputy Sheriff came 
into the place? A. Why, after that time. [287] 

@. In other words, the Kleinman security was 
set aside for him before the Deputy Sheriff came 
in? A. Yes sir. 

Q. Now, will you explain to the Court the pro- 
cedure that you followed in setting aside the secur- 
ity for Mr. Kleinman, just exactly how you handled 
the jewelry and the boxes and what was done on 
that occasion ? 

A. J went in the vault and got the largest loans. 
We got about five or six drawers of loans, which 
amounted to $100,000, I think. 

Q. Where did you take them? 

A. We put them in the corner. 

Q. In what corner? 

A. JI think the northeast corner of the vault. 

Q. Before you put them in the northeast corner 
of the vault, did you take the drawer of pledges 
from the vault to any other office? 

A. I think I took them in to Miss Brown’s 
office. 

Q. What did vou do when you got to Miss 
Brown’s office? 

A. I gave them to Mr. Dienstag and he ran 
them up on the adding machine. 

Q. When you say you gave them to Mr. Dien- 
stag, what do vou mean by that? 

A. He ran the amount on the adding machine. 
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Q. Who would call off the amounts? 

A. I think I called the amounts. [288] 

Q. And who held the drawer of pledges at the 
time you were calling off the amounts? 

A. I think I gave them to him, I would give 
it to him, and he would put it in another drawer, 
if [ am not mistaken. 

Q. Was the physical possession of the box ever 
turned over to Mr. Kleinman or Mr. Dienstag while 
vou were running off those pledges? 

A. What do you mean by ‘‘physical’’? 

Q. Did you ever give the box with the pledges 
to Mr. Kleinman or to Mr. Dienstag? 

A. When we finished, I had the pledges, he had 
all the amounts and everything else, and I told him 
JL would put them in a certain corner, I would put 
them in that corner. 

Q. Who put them in the corner, you or Mr. 
Dienstag ? 

A. He helped to carry them in and I put them 
in the corner, I think. 

Q. Did you ever turn over the jewelry to Mr. 
Kleinman physically or to Mr. Dienstag physically ? 

A. No, Mr. Dienstag told me where to put them. 
He says, ‘‘Keep them all together,’’ and I just 
put them all together that way. 

Q). At the time that the pledges were being run 
off on the adding machine, what was Mr. Kleinman 
doing, if anything? [289] 
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A. He was outside reading a paper, or sitting 
at a desk there at the door. 

@. When you say outside, you mean outside the 
office ? A. Outside the office. 

Q. Was he walking around at that time? 

A. Just as usual, he always walks around, walks 
up and down always. 

Q. When you say ‘“‘just as usual, walks up and 
down all the time,’’ would you describe that to 
the Court. 

A. I have known him, have been very close 
to him for about five or six years, and he always 
walks and holds his hand on his head and just 
walks all the time. I was at his home, was at San 
Francisco, and he does the same thing. 

(). Did you notice whether or not Mr. Kleinman 
appeared to be nervous on that occasion when the 
pledges were being set aside for him? 

Mr. Wolver: That is objected to as calling for 
the conclusion of the witness: 

The Referee: I think it calls for a conclusion. 
You can ask this witness to describe what he saw, 
but whether he was nervous probably is a con- 
clusion. 

Mr. Wolver: I think he should be allowed to 
answer to keep this record down. I don’t think it 
is important. I think I will withdraw the objection. 

The Referee: Objection withdrawn. Read the 
question. [290] 

(Question read.) 
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A. Not more than any other time. 

Q. By Mr. Chotiner: Did you notice whether 
or not Mr. Kleinman was excited on that occasion ? 

A. No sir. [291] 

Q. By Mr. Chotiner: Do you remember the 
occasion when the security was set aside for the 
Simon people? 

me «Very little of it. 

@. Has anything happened since that cceasion 
to diminish your memory of the situation? 

Mr. Wolver: That is objected to as calling for 
the conclusion of the witness, incompetent, irrele- 
vant, and immaterial. 

The Referee: Overruled. 

The Witness: What was the question? 

The Referee: Read it. 

(Question read.) 


Mr. Dienstag: I submit the question is unin- 
telligible. 

The Referee: That is for the witness to say. 

Q. By Mr. Chotiner: Do you understand the 
question ? A. No. 

@. I will withdraw it then. Were you present 
at any time on that occasion when the security was 
set aside for the Simon account, in which Mr. Klein- 
man had a conversation with Mr. Sol Zemansky 
regarding the subject of using some of his security ? 

A. I think Sol Zemansky told me to take a box 
of Mr. [292] Kleinman’s pledges and give it to 
Lyman. 
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Q. When Mr. Sol Zemansky told you to do that, 
what did Mr. Kleinman say, if anything? 

Mr. Wolver: That is objected to as assuming a 
fact not in evidence, that Mr. Kleinman was pres- 
ent. There is no evidence that Mr. Kleinman was 
present, your Honor. 

The Referee: Obviously, he would have to be 
present if he said anything. It is overruled. The 
question is, when Sol Zemansky told you to take 
a box of Kleinman’s pledges, what did Mr. Klein- 
man say, if anything, in your presence? 

A. I think Mr. Kleinman says we can make 
it up and give a fresh bunch of pledges. 

Q. by Mz. Chotiner: Did you use some of 
the boxes of jewelry that had been set aside for 
Mr. Kleinman, in making up the Simon security? 

A. What was that question again ? 

The Referee: Read it, please. 

(Question read.) 


A. Yes sir. [293] 


By Mr. Chotiner: 

Q. What did you do, Mr. Kravitz, when a cus- 
tomer would come in and want to make a redemp- 
tion of a pledge and that was one of the pledges 
that had been set aside for Mr. Kleinman? 

A. I used to go in the vault and get it and 
give it to the customer. 

@. What did you do with the money that the 
customer gave you? 

A. J used to put it in the cash box. 
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@. What did you use the money for after you 
put it in the cash box? A. Loaned it out. 

Q. At that time, did you take another pledge 
and put it in place of the one that you had taken 
from Mr. Kleinman’s security ? 

A. The following day or two, or three days 
later, I would. 

Q. But at that same time, did you ever take 
another pledge and put it in place of the one that 
you had taken from Mr. Kleinman’s security ? 

A. No sir. 

@. When you put the money in the cash drawer, 
on one of those redemptions, did you put it in any 
other section of the cash drawer than the place 
Where you would put any of the money? 

A. In the same drawer. [294] 

Q. Did Mr. Kleinman ever effect any of those 
redemptions ? 

A. What do you mean by that question? 

Q. I will withdraw the question. Mx. Kravitz, 
did Mr. Kleinman ever make a redemption of a 
pledge that had been set aside to him for security ? 

mA. ~6Y eS 51. , 

Q. What did he do with the money when he 
received it from a customer ? 

A. Put it in the drawer. 

Q. In the same manner that you had done? 

A. Yes sir. 

Q. And was that money used over again for the 
purpose of making new loans to customers? 
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A, Yes sir. 

Q. By Mr. Chotiner: Directing your attention 
to Trustee’s Exhibit No. 8, that is a form of pawn 
ticket that was used at the Provident Loan Asso- 
clation, 1s that correct? Ae Yes*sin 

Q. And was that the form that was used after 
the security had been set aside for Mr. Kleinman? 

A. Yes sir. [295] 

Q. And is it true that the longer piece was the 
one that was given to the customer? 

A. Yes sir. 

Q. Then there were duplicate stubs, is that cor- 
rect? As Yes sir. 

@. What was done with one of the stubs? 

A. QOne stub went to Mr. Kleinman and one stub 
we kept; yes, that is right, one stub went to Mr. 
Kleinman and another stub book set aside. 

Q. When was it that you would give the stub 
to Mr. Kleinman? 

A. Well, we would give it to him in a couple 
of days later, three or four days later. 

Q. Did you give him the stub at the time that 
you gave the long piece to the customer? 

A. No sir. 

Q. Then the stubs were kept in a book together, 
is that correct? A. Yes sir. 

Q. And then when more security would be set 
aside for Mr. Kleinman, every few days, you would 
pull those stubs from the book and give them to 
Mr. Kleinman? A. That is correct. [296] 
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Q. By Mr. Chotiner: What would be done with 
the other stub? 

A. The other stub would be filed away. 

Q@. Was any segregation made of the second 
stub, insofar as pledges that had been set aside 
for Mr. Kleinman was concerned ? 

A. Any segregation? 

®. Of the second stub? 

A. Not as I know of. 

Q. Now, after the customer had left, you found 
yourself [297] in the possession of two stubs for 
each loan, didn’t you? A. Yes sir. 

Q. Now, tell me where did you put those two 
stubs? 

A. One stub Mr. Kleinman kept when he would 
get his pledges. 

Q. But, until he would get it, where did you 
put it? 

We would keep it in the regular book. 

In the regular book? Ee esac, 

Well, you mean a loose leaf book? 

A loose leaf book. 

. Did you have any particular name for that 
book ? Pe 0 Sim 

Q. What did you men refer to, how did you call 
it when you talked to one another about that book ? 

A. We would always know there was nothing 
else in that book. 

@. Where did you keep that book? 

A. Right on the desk. 


OPoop 
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@. Where did the other stub go; as soon as the 
customer left, what did vou do with that? 

A. You mean the other part that Mr. Kleinman 
would not get? 

@. Yes. 

A. I think they used to be kept right around in 
one of those jewelry drawers. [298] 

Q. Did you have those in a loose leaf book? 

A. No sir. 

@. You just put those in a drawer? 

x es Sir. 

Q. All right. Now, when it became time then to 
give Mr. Kleinman security, would you give him all 
of the stubs that were in that loose leaf book, or just 
some of them? 

A. We would give him, if it was three or four 
thousand dollars worth of loans, maybe we would 
pull out 15 or 20 pledges, that would make that 
amount and try to give him the largest ones. 

Q. And the rest you would leave? 

A. The rest we would leave. 

@. In the loose leaf book? 

A, Whaty is rielit: 

@. Now, when a customer came in to redeem, 
tell me what you would do. You would go in the 
safe and get the jewelry, I know that, but what 
would you do about the stub? 

A. Well, we would look in certain boxes, to see 
where it belonged. If it belonged in the Simon box, 
we would look in the Simon box; we would have the 
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number on the outside where we could tell what 
they were and the initials on the box. If it would be 
Simon, we would put it in the Simon box; if it 
would be Kleinman’s, we would put it in the Klein- 
man box, and if it was Bob Gans, we would put 
it in Bob Gans’ drawer. [299] 

Q. Were there still others that didn’t belong 
either to Simon, Kleinman or Gans? 


A. Yes sir. 

Q. That belonged to the company ? 

A. Yes sir. 

@. Taken out of there? A. Yes sir. 


Q. What, if anything, would you do about the 
stubs that were put in the drawer? 

A. They would be kept separately. 

@. When a customer would come in, would you 
go out and get that stub also out of the drawer? 

A. It would be on the shelf there; everything 
was right out in front. 

Q. You would go and get that one too? 

A. Yes sir. | 

Q. Is that right? A. Yes sir. 

Q. Then you would have before you the cus- 
tomer’s receipt that he would sign before getting 
his jewelry, and you would have two stubs again? 

&. Yes sit. 

Q. Wouldn’t you? A. Yes sir. 

Q. Now, after you were through with the cus- 
tomer that time and he redeemed his pledge, what 
did you do with the [800] stub? 

A. Put it back on the shelf where it belonged. 
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Q. What would vou do with the one, for in- 
stance, that belonged to Mr. Kleinman ? 

A. Put that right back too. 

@. In the book again? A. Yes sir. 

@. Did vou take it out of the book, make the 
redemption and then put it back in the book? 

A. No, we would leave it in there. 

Q. You wouldn’t take it out at all? 

A. No sif. 

Q. You would simply stamp it or mark it ‘‘Re- 
deemed’’? A. That is right. 

@. Would vou put any mark on the one that 
you put back on the shelf? 

A. No sir; we would put a mark on the ticket 
that had Mr. Kleinman’s name; I used to mark that 
number down. 


Q. What do vou mean by ‘‘the ticket’’? 

A. This ticket right here. 

Q. You mean the customer’s ticket? 

A. The customer’s ticket. 

Q. Where would you file the ticket away? 

A. Right on the file with the other books. 

Q. What do you mean by that; I don’t under- 
stand. 

A. The Gans tickets, the Simon tickets, or our 


[301] customers’ tickets. 

You mean you had a spindle? 
Yes, a spindle. 

You just put them on there? 
Yes sir. 


> OPO 
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Q. Until at some later time they would be taken 
up and taken care of? 

A. The next morning they would be taken 
eare of. 

Q. I am still not clear on what you did with the 
stub that you put on the shelf or in the drawer, 
whichever it was; when the customer came in to 
redeem, what would you do about that; did you 
actually go and take that out; or did you just 
leave it there? 

A. I would have to take it out to compare the 
signature, the signature of the customer. We would 
have his signature and he would come in and sign 
it and we would have to compare the signature, to 
see whether the jewelry belonged to him or not. 

Q. On a pledge that had been given to Mr. 
Kleinman, wasn’t the customer’s signature on that 
stub ? A. Yes sir. 

Q. Couldn’t you compare it from there? 

Poy Yes Sir, 

Q. Why didn’t you? 

A. JI did; I would have to. 

@. Maybe I don’t understand you; you started 
by [802] telling me when a customer came in and 
got a loan, after he was gone you found yourself 
with two stubs. A. Yes sir. 

@. One you put in a loose leaf book. 

A. Yes sir. 

@. And the other you put in a drawer or a 


shelf, you said. What was it, a drawer or shelf 
or what? 
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A. A little compartment; they are against the 
wall where all the stubs would fit in. 

Q. Were they filed by number, by name or what? 

A. Filed by number. 

®. By number. Now, when the time for redemp- 
tion came, did you actually go and get that stub out 
of the compartment and also refer to the stub that 
was 1n the loose leaf book? 

A. No sir; we didn’t go to the stub in the book. 

Q. ‘The loose leaf? A. In the shelf. 

Q. Where did vou put the book, was that put 
on the shelf? Ae Mes sue 

@. Where did the other stub go, that was put 
on the shelf too? i. ENO Sir 

Q. Where did that go? 

A. After we were through with it, we would 
put it [303] behind the showeases or something. 

Q. When were you through with it? 

A. After the girl would make out her record. 

Q. After the loan was redeemed? 

A. After the girl would make out the record of 
redemption. 

The Referee: Perhaps it is not important, but 
I can’t get it straight. 

Mr. Chotiner: I think I can clear it up by Mr. 
Kravitz’ brother-in-law. 

The ineferee: Maybe it is not important. 

Mr. Chotiner: It is to a certain extent, your 
Honor. 
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Q. Mr Kravitz, there were two sets of stubs, 
is that correct? A. Yes sir. 

Q. One set—if counsel will permit me to ask 
a few leading questions—what was done with the 
one set of stubs; where did you keep them? 

A. One set of stubs Mr. Kleinman would get. 

Q. Before Mr. Kleinman got them, where did 
you keep them? 

A. We would keep them in a desk, or lying 
around on the desk somewhere. 

Q. Tell us how you actually handled the pledge 
books up there; you had a place where you kept 
those books, didn’t you? [3804] A. Yes. 

Q. Where was it? I will ask it this way. Where 
did you keep the actual book that contained one 
set of stubs? 

The Referee: Have you got another witness on 
this point? 

My. Chotiner: Yes. 

Mr. Laugharn: We have another witness, but 
this man practically ran the business. 

The Referee: I don’t know whether you are go- 
ing to get from him any intelligent description of 
how that thing was handled. 

Mr. Chotiner: Maybe the witness can answer the 
question now. | 

q. Where did you keep the book that contained 
one set of stubs? A. On the desk. 

@. Where was that desk? 

A. Right in the office where we kept the money. 
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Q. That is the cashier’s portion, is that right? 

A. That is right. 

@. When the stubs would be pulled out of that 
book and given to Mr. Kleinman, where did you 
keep the Kleinman stubs? 

A. In a little compartment. 

Q. Where was that compartment? 

A. Right in the same little office. [805] 

Q. Were the Kleinman book of stubs kept to- 
gether with the Provident book of stubs? 

A. No. 

Q. Where were they kept, in the same place? 

A. ‘The same place, yes sir. 

Q. But in separate books, is that the situation? 

A. Yes sir. 

Mr. Wolver: That is leading and suggestive. 

The Referee: You have got to lead this wit- 
ness; there is no question about it. 

Mr. Wolver: May I be heard on that, your Hon- 
or. The witness has testified to one set of facets, then 
counsel in his question brings in another. He said 
they were kept in a compartment separate from the 
others, and now counsel says ‘‘in the same place.’’ 
He has already told us it was in a separate compart- 
ment. 

The Referee: Iam satisfied, gentlemen, that you 
are not going to get any helpful assistance from 
this witness on this. He just hasn’t got the faculty 
of explaining things; that’s the trouble, he can’t 
pieture it. 


Paul W. Sampsell, Trustee 301 


(Testimony of Leo Kravitz.) 
Q. By Mr. Chotiner: Where was the second 
books of stubs kept? 
Mir. Dienstag: I think 
The Referee: Please don’t interfere; this is dif- 


ficult enough. 


A. If think the second book of stubs was kept 
behind [306] the wall case, behind the jewelry. 

Q. By Mr. Chotiner: When a redemption was 
made of a pledge, did you go to the second book 
of stubs that was kept behind the wall case? 

& “Novsir, ave didn’t. 

Q@. Was anv segregation made in the second 
book of stubs between the Kleinman pledges and 
those that were not set aside for him? 

A. No, there was not. 

Q@. Mr. Kravitz, was any change made in the 
form of pledge tickets that were used at the Provi- 
dent Loan Association at any time during the last 
two years of the business? 

A. This is the change right here. 

Q. And when did this one come into being, being 
Trustee’s Exhibit 8? 

About a year or so. 

A vear or so from when? 

I don’t remember. 

You don’t remember the date? A. Mo. 
Did you ever use any other form of ticket 
in reference to the Kleinman transaction other than 
Trustee’s Exhibit 8? AY Yessir, 

@. What was the difference between that form 
and [307] Trustee’s Exhibit 8? 


OO-Oo> 
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It didn’t have a duplicate. 
Didn’t have a duplicate stub? 
No sir. 
Other than that, were they the same? 
Ves isi, 
Now, on the ones that didn’t have the duph- 
cate stubs, what procedure did you follow in refer- 
ence to the Kleinman pledges? 
A. They were put in with the others. 
@. When you say they were put in with the 
others, to what are you referring? 
A. If we would have a redemption, we would 
have mixed them all together, following the number. 
@. When the pledges were set aside for Mr. 
Kleinman, and you were not using the duplicate 
stubs, what did you do with the stub that was con- 
tained in the book? 
A. You mean the original stub? 


2 ee we 


Q. Yes. A. They were all put together. 
Q. Were they kept in a separate book for Mr. 
Kleinman ? A. Yes sir. 


A. And at the time the loan was first made, the 
stubs were all kept together, is that correct? 
A. Yes sir. [808] 


Cross Examination 


By Mr. Dienstag: [309] 

@. And did you and Mr. Sego ever confer with 
Mr. KKleinman about the value of jewelry ? 

A. Yes sir. 
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Q. He was, was he not, sort of a final judge 
on the subject of values? A. Yes sir. 

Q. And if you had any doubts at the Provident 
about the value of jewelry, you would call in Mr. 
Kleinman ? A. Yes sir. 

Q. And that was most of his work that was con- 
nected with the loan department, was 1t not? 

A. Yes sir. 

®. That together with the sale of jewelry to 
the jobbers, that is, brokers, rather, and retail 
jewelry customers, consisted of the bulk of his 
duties ? A. Yeg sir. [810] 

Q. He had very little to do with the actual mak- 
ing of pledges, is that correct? 

A. Just off and on. [311] 

Q. Mr. Kravitz, you were at the Provident as 
a loan clerk from the time that it was opened at 
Seventh and Hill, were you not? A. Yes sir. 

Q. And it was about at that time, was it not, 
Mr. Kravitz, that Mr. Zemansky—Mr. Kleinman 
came to the Zemansky Brothers? 

A. Just about that time. 

Q@. When they opened up their new place at 


Seventh and [312] Hill? A. Yes sir 
Q. It was approximately in October or Novem- 
ber of 1935? fae eS e Sill. 


Q. During all this period of time, from the end 
of 1935 until the time that the petition in bank- 
ruptcy was filed, there arose occasions, did there 
not, when there was insufficient money in the cash 
drawer to make loans? A. Yes sir. 


304 Sam Kleinman vs. 


(Testimony of Leo Kravitz. ) 

@. And that was all through that period? 

A. Well, it wasn’t as bad. 

Q. Well, there was less money, let us say, later 
on than there was in the beginning? 

A. That is right. 

@. But at all times there were occasions when 
there was insufficient money in the cash drawer to 
make loans? A, Meswsir: 

Q. On those occasions, you would have to phone 
Mr. Dave Zemansky, would you not, at 558 South 
Main Street? A. Yes sir. 

@. And ask him to bring some cash? 

A. Yes sir. 

@. If it was not there, you would ask Mr. Klein- 


man for some cash? A. Yes sir. [813] 
@. On a great many occasions, he let you have 
that, didn’t he? A. Yes sir. 


Q. When he let you have that cash, did you 
give him any receipt for it? 

Be Lowould give hyy an 1 O.U. forme 

Q. Now, I am going to show you—will you look 
at this, please, Mr. Kravitz, showing the witness 
a piece of paper with the words ‘‘June 8, 1939, 
J. O. U. $350, Zemansky Brothers, by Leo Kravitz.’’ 
Do you recognize this piece of paper and the words 
written on it? A. Yes sir. 

@. Whose handwriting is that, Mr. Kravitz? 

A. That is all my handwriting. 

Q. On that oceasion, you gave that, did you not, 
to Mr. Kleinman to evidence the fact that you had 
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asked him for money and that he had given it to 
vou? ee Nfes Sit. 

@. This was one of the cases with regard to 
which you have testified on which Mr. Kleinman 
loaned money to the Zemanskys? A. Yes. 

Q. And that happened from the end of 1935 
until the time that the petition was filed, until the 
place was closed? A. Yes sir. [814] 

The Witness: Mr. Kleinman first came there in 
1935. I don’t think I asked him for any money 
from the start, maybe a year or So, or six months. 

The Referee: After he started? 

A. Yes sir. 

Q. By Mr. Dienstag: Then I will correct that. 
From a period about six months after he started. 

fen] 
About six months, or a little better. 
That would be about the middle of 1936? 
That is right. 
I think you answered yes to my question 
with regard to whether or not you ever observed 
Mr. Kleinman as he was selling jewelry to brokers? 

ew X/CSesir. 

Q. Of your own knowledge, do you know 
whether he sold that in large amounts, that is, large 
values? A. Large and small. 

Q. Well, did he sell many dollars worth, that 
is, thousands of dollars worth of jewelry in that 
fashion ? ma: Wes cir. 


ae 
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Q. You were employed by Zemansky Brothers 
right up to the time that the place was closed by 
the petition in bankruptcy? A. Yes sir. 

@. And you were thus employed by Zemansky 
Brothers during the period of February Ist to the 
end of February, 1939? A. Wie 

Q. Do you recall on occasion during 1939 when 
Mr. Zemansky asked you to stay after your regular 
hours on that day and select certain pledges? 

ay IL OG 

Q. On that occasion to which you have testified 
there [316] were present yourself, Mr. Sego, myself 
and Mr. Kleinman. Was Mr. Sol Zemansky there 
for a while that evening? 

A. JI don’t think so. 

@. And you described your procedure in select- 
ing these pledges by stating that you took five or 
six drawers of the larger sized pledges, meaning, 
in amount, of course; that is, you didn’t mean the 
jewelry was big, you mean the amount loaned was 
large? A. The amount loaned was large. 

@. Yes; and those boxes were taken into another 
office ? me es 1siilh: 

Q. Now, in that office, Mr. Kravitz, where the 
jewelry was taken, that was the business office, was 
it not, of the firm or at least there were adding 
machines in there? A. Wes Weis: 

@. A flat topped desk? A. Yesesit® 

Q@. Those boxes were put down, were they not, on 
this desk ? A. Yes sir. 
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Q. The procedure you followed was, or that we 
followed, should I say, that either you, myself or 
Mr. Sego would write down the numbers of those 
pledges as you called them off; that is, you would 
look at the first pledge and then give us the number ; 
is that correct? [317] 

A. I think it was the numbers and the amounts, 
if I am not mistaken. 

Q. First you did give the numbers of the pledge 
on the pledge envelope, and also the amount for 
which the pledge was pawned ? Ae ierhinikeso. 

Q. And those numbers were all written down on 
sheets of paper at that time, were they not? 

A. If know you had some sheets there. 

Q. Now, will you look over these sheets and see 
if you recognize them, just take them up and look 
over them, and see if you can find any of your own 
handwriting on them. 

A. Right here is my handwriting. 

@. Where? 

A. I think this is it right here, this one. 

Q. Does the sight of your handwriting on that 
sheet of paper recall to your mind the fact that on 
that occasion you wrote down some of the numbers 
of the pledges and the amounts? A. Yes sir. 

Q. As they were called off to you? a Wes: 

My. Laugharn: Do you want to introduce them? 

Mr. Dienstag: I am going to. 

Mr. Laugharn: You are just laying your foun- 
dation? [318] 
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Mr. Dienstag: Yes. 

Mr. Laugharn: Can we see that? 

Mr. Dienstag: Surely. 

The Witness: Mine is right there and I think 
Mr. Sego’s is right there. 

Q. By Mr. Dienstag: You recognize Mr. Sego’s 
also ? A. Yes. 

Mr. Laugharn: Is this the work sheet that was 
made up, and this was transposed—— 

Mr. Dienstag: In the contract, so by comparing 
the original contract you will find the pledge num- 
bers are the same. 

Mr. Laugharn: This is embodied in the original 
contract. 

Mr. Dienstag: Oh, ves, the numbers are. 

Mr. Laugharn: What do you want this for, if 
you have the original? 

Mr. Dienstag: Only to show how this transaction 
was handled at the office. 

Mr. Laugharn: The pledge numbers are the 
Same in there as in the contract. 

Mr. Dienstag: You have my assurance they are. 

Mr. Chotiner: As long as he has testified to the 
manner in which it was handled, it is not necessary 
to encumber the record by having the sheets of 
paper actually introduced. [319] 

The Referee: I don’t see how it is going to help 
us at alk. Faroceed: 

Q. By Mr. Dienstag: Now, Mr. Kravitz, after 
vou had selected these various pledges, they were 
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added up on an adding machine, were they not, at 


that time? A. Yes sir. 
Q. You got the amounts that these items were 
pledged for? im Wes site 


@. And when we had selected the amount of 
pledges upon which the loans granted exceeded 
$100,000, that was the point at which we stopped 
selecting pledges? A. Yes sir. 

Q. So that the amount of pledges contained in 
the last box were added up also? 

A. What was the last question, please ? 

Q@. When we totaled up, when the amount of 
pledges was totaled up in the last box, we found 
that the total amount selected up to that time was 


now in excess of $100,000? A. Yes sir. 
Q. At that time we, stopped selecting any old 
pledges? A, Wes sir. 


Q. Now, there was, was there not, a cardboard, 
a small white cardboard, placed in the receptacle 
in the front of those boxes? A. Yes sir. [320] 
@. Marking the number of the pledge at one 
end of the box and a number at the other end of 


the box? A. Yes sir. 
@. Then underneath those numbers, or above 
the numbers, the initial ‘‘K’’? A. Yes sir. 


Q. And the first box was marked ‘‘K-1’’? 

A. Yes sir. 

Q. The second box ‘‘K-2’’? 

A. I don’t know anything about the 1 or 2, but 
[I know there was a ‘‘K’’, 
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Q. You remember the ‘‘K.’’ There was then 
selected in the vault of the Provident Loan Associa- 
tion a section in which these boxes were placed, one 
below the other, all in the same section? 

A. Yes sir. 

@. And you were instructed at that time, were 
you not, that that was the position in which those 


boxes should be kept? A. Yes sir. 
Q. And thereafter those boxes were kept in that 
position ? A. Yes sir. 


@. And except for the replacement of new 
pledges for pledges which had been redeemed, there 
was no change in the position of the boxes? [321] 

A. No sir. 

@. Or in the manner of their keeping? 

A. No sir. 

Q. In carrying out these duties, you were follow- 
ing the instructions of your employer, Mr. Sol 
Zemansky, were you not? A. Wesssir 

Q. Now, Mr. Kravitz, do you know who took 
the pledge tickets, representing these pledges, out 
of the ordinary pledge boxes of the concern? 

A. Abe Zemansky. 

Q@. Yes, and he started to do that the next morn- 
ing, did he not, after the pledges had been selected 2 

A. I think so, yes. 

Q. And his duty had been completed in three or 
four days? A. Yes sir. 

Q. And after these pledge tickets were taken out 
of the general pledge boxes of the company, they 
were put into separate boxes, weren’t they ? 
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me Yes sit* 

Q. And they were all bound together in sep- 
arate loose leaf books? He) eeecse site 

@. And across the edge of all of these books 
was put the initial ‘““K’’? [822] A. Yes sir. 

©. So that the “‘K’’ ran across the edge of the 
entire group of pledges, which formed a solid back- 
ground? A. Yes sir. 

Q. And all of the pledges so selected, whether 
at that time or at future times, were kept in sep- 


arate books? A. Yes sir. 
Q. Marked ‘‘K’’? A. Yes sir. 
@. And they remained there at all times? 
A. Yes sir. 
Q. Until the day a payment was made? 
A. Yes sit. 


Mr. Dienstag: Now, I would like to have Ex- 
hibit 8. Here it is. 

Q. Now, Mr. Kyvavitz, you have testified that at 
one time this pawn ticket differed from the one in 
evidence, in that this extra stub at the end was not 
attached to the ticket ? A. Yes sir. 

Q@. So that prior to that time, when making a 
pledge, you would give the customer the large 
ticket ? A. Yes sir. 

Q. You would retain the stub in your file? 

A. Yes sir. 

Q@. The customer would sign the stub, is that 
correct? [323] Ee Y essai: 
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Q. When the customer returned with the large 
stub, then the customer would sign the large stub 
in his possession ? A. Yes sir. 

Q. Upon your comparing the stub which was 
in your possession, you concluded, as long as he 
had possession and the signature was the same, the 
jewelry belonged to him? A. WES Sie. 

Q. You would return it to him upon payment 
of the principal and the interest? A. Yes sir. 

Q. This stub then, or these stubs, which cor- 
responded to the pledges which had been selected 
for the Kleinman group, were taken out of the 
record book where they were at that time and put 


in separate books? A. Yes sir. 
@. Those were the ones that had the customer’s 
signature upon them? A. Yes sit. 


Q. So when a customer came into the Provident 
Loan Association, the only way you could find out 
whether the signature was the same and whether 
these numbers corresponded, was to go to this stub? 

A. Wes, sir. [324] 

Q. You had no other stub which you could go to? 

A. No sir. 

Q. Now, this form of ticket, Mr. Kravitz, was 
not printed, was it, until sometime after the security 
was given on the Kleinman loan? 

A. I really don’t know when it was. 

Q. You don’t remember when this was printed ? 

A. No, I don’t know. 
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Q. So that the only way you could tell is by 
taking it to the printer, is that it? 

A. That is right. 

Q. Now, Mr. Kravitz, you have stated that when 
the loan was redeemed, you would put that partic- 
ular ticket, the redeemed ticket, upon a spindle? 

A. Yes sir. 

Q. And by that you mean—I am sorry, your 
Honor, perhaps I should have kept this a little 
longer—you would take the original ticket, the large 
ticket which the customer had, and put it on the 
spindle? A. Yes sir. 

@. And before you did so, you would mark on 
this large ticket which the customer had had in 
his possession, some mark that would identify that 
as a Kleinman pledge ticket? A. Yes sir. 

Q@. What did you do at the end of the day with 
regard [3825] to those tickets that were on the 
spindle ? 

A. At the end of the day, I would go over every 
one of the tickets and look for all the Kleinman, 
Bob Gans and Simon tickets, and just segregate 
them. 

Q. But if there were not any Simon tickets or 
Gans tickets, you would look for the Kleinman 
tickets, is that correct? A. Yes sir. 

@. And you would segregate them? 

A. Yes sir. 

@. Would you note the numbers of those in any 
way ? A. Yes sir. 
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Q. Where would vou put the numbers? 

A. I would put them on little tabs, the numbers 
and the amounts. 

Q. What would von do with those tabs? 

A. The next morning I would give them to Mr. 
Kleinman. 

@. When these were made up, you would give 
them to Mr. Kleinman? A. Yes sir. 

®. So you gave him a record of 

A. What was redeemed. 

. On the day before? ma. aes: 

@. With regard to the stub in this book, which 
was redeemed, which remained in the book, what 
would you do [326] with regard to that? 

A. That was left in the book. 

@. Would you mark that in any way? 


A. They were marked redeemed. 

Q. When you handed to Mr. Kleinman this 
ttle tab with the numbers of the pledges which had 
been redeemed, would vou give those numbers to 
anybody else? 

a, WNo sir, | would give it to Mr. lemma 
that’s as far is it would go. 

Q. You didn’t give it to vour employers? 

A. IL think Mr. Kleinman would give it to them. 

Q. Mr. Kleinman would give it to your em- 
plovers? As Yes. 

@. And do you know whether a record was kept 
of these Kleinman pledge books and any other 
pledge books in the Provident Loan Association ? 
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A. I think Abe Zemansky would take care of 
that. 

Q. Did he have such a record that you know of? 

A. I don’t know. 

Q. Well, do you recall whether there was a book 
with these numbers in the book, or don’t you? 

A. I don’t know. 

Q. When you got the money, or when you got 
the money when one of these pledges was redeemed, 
you testified you put that in the cash drawer? 

A. Yes sir. [827] 

Q. Is that correct? A. Yes sir. 

@. And then you would use that money in tak- 
ing in other pledges, that is, you would loan it to 


customers, wouldn’t you? A. Yes sir. 
Q. You did the same thing with all the money 
that came in, didn’t you? A. Yes sir. 


Q. In other words, if money came in from a 
pledge that belonged to the company, and which had 
not been assigned to anyone, you would use that 
money for new pledges, any money that came in 
would be used for new pledges? 

A. Not all the time, no. 

Q. Well, what would you use the money for? 

A. The remaining money I used to have to lay 
aside. 

Q. But eventually that money was used, was it 
not? A. Eventually, sometimes. 

Q. Now, when you loaned this money out on 
new pledges, you would not mark the new pledges, 


316 Sam Kleinman vs. 


(Testimony of Leo Kravitz.) 

the new pledge tickets, would you, in any form other 
than your usual description of the jewelry and num- 
bers and so forth? A. That is all. 

Q. So those new pledge tickets, as they came 
in, were not marked ‘‘Company,’’ or ‘‘Simon,’’ or 
‘*Kleinman,’’ or *‘Gans’’? A. No sir. [828] 

Q. And you would have them in consecutive 
order, would you not, in all of those books? 

A. Yes sir. 

Q. So if you were running in the 2300 series, 
the numbers would be 2301, 2302, and so forth? 

A. Whatever the numbers would be. 

Q. Now, at frequent intervals every other day 
or every three days, you were delegated to the duty, 
weren’t you, of selecting additional pledges to re- 
place the pledges which had been redeemed out of 
the Kleinman boxes? A. Yeg sir. 

@. And that was a continuous duty, was it? 

A. Yes sit. 

Q. Now, who took the pledge tickets out of the 
new tickets which had come in, and placed them 


in the Kleinman book? A. Abe Zemansky. 
Q. So that was his duty, was it not? 
A. Yes sir. 
Q. And did you ever see him do it? 
A. Wes Sia 
Q. And was that just frequently when he picked 
out the pledges themselves ? A. Just about. 


Q. So as you picked out the pledges, Mr. Abe 
Zemansky would pick out the tickets? [829] 
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fe Yes sir. 

Q. Now, there was some difficulty, Mr. Kravitz, 
with regard to the second stub, that is, after this 
form was completed, when you got through making 
it out—I assume you had a piece of carbon paper 
between the first and second stubs? 

eee Yes Sill: 

Q. One of these stubs was put into a book? 

A. Yes sir, one of the stubs was put in a book. 

Q. The other stub was kept loose and you say 
you had it in a drawer? A. Yes sir. 

Q. and at frequent intervals, isn’t it a fact that 
you would pick up these loose stubs which were 
left there and make them into a package? 

A. Yes sir. 

@. They were not put into a book, or were they? 

A. Well, the ones put into a package would be 
unredeemed; I mean, would be redeemed. 

Q. Before we go to the redeemed pledges, Mr. 
Kravitz, let’s bear in mind this extra duplicate 
which we have never used before, until this form 
was used; that extra duplicate was kept separate 
from the others, wasn’t it? 

A. It has been so long ago I can’t just get that 
straightened out. One of the Zemanskys can 
straighten it out. It will all come to my mind, but I 
Just can’t get it [830] straight. 

Mr. Dienstag: I think perhaps I can get the 
information | want in another way. 

Q. You said eventually these extra stubs were 
kept behind the wall case? 
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A. I am pretty sure they were. 
(Discussion between Court and counsel.) 


Q. By Mr. Dienstag: By the wall case, you 
mean the jewelry case where the Jewelry was kept? 

A. Yes sir. 

Q. Let’s picture this for the Court. You walked 
into the Provident Loan Association, directly in 
front of you as you enter the premises there are 
a series of jewelry cases, which form an oblong? 

‘A.  Yeesrsir. 

Q. On the outside of this oblong is a wooden 
case running up to a height of approximately two 
feet and above that a glass case? A. Yes sir. 

@. Within the glass case, which follows the con- 
tour of the room, and to form a large oblong, is 
contained jewelry, or it contains jewelry? 

ee LCS SIT. 

@. And that jewelry ordinarily was jewelry 
which was sold at retail? A. Yestsirtisoii 

Q. Now, behind these showcases and within this 
oblong was jewelry which ran to the ceiling and 
also cases and drawers? And a sitting room? 

Ag Mes si 

Q. Now, in this room were kept certain stubs, 
is that correct, some redeemed stubs; you had no 
more room for them, so you put them there? 

A. Yes sir. 

Q. They were not going to be used any more? 

A. No sir. 
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Q. Is that what you meant when you said you 
thought those duplicates were kept in that same 
place? A. JI think so. 

Mr. Dienstag: Well, I won’t pursue that any 
further. 

Mr. Laugharn: To summarize that 


Mr. Dienstag: I think the witness has summar- 
ized it. 

Mr. Laugharn: Ordinarily the book with the 
duplicates had no use whatever in the system; they 
were just put here some place? 

Mr. Dienstag: Frankly, I don’t know at this 
time. 

The Referee: Overruled; let’s go on. 

Mr. Dienstag: May I ask another question? 

Q. Was this room being actually used, which had 
the duplicates, did you ever use this room at all? 

A. I don’t think so. 

@. As a matter of fact, this room was never 
actually [832] put in operation at the Provident, 
was it? A. JI don’t think so. 

Q. I think that you have stated, Mr. Kravitz, 
when these pledges were originally selected for Mr. 
Kleinman, I am taking you back to that time, the 
purpose in pulling out certain of these drawers was 
because the amounts loaned were large? 

A. That is right, yes sir. 

Q. Now, Mr. Kravitz, you have been questioned 
about the Simon transaction, so you know what I 
am talking about when I say Simon transaction ? 
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A. Yes sit. 

Q. You were instructed at one time subsequent 
to the selection of those pledges, were you not, to 
take certain of the pledges out of the Kleinman 
drawers and lst the numbers? A. Wes Gir 

Q. At the same time you were given instructions, 
were you not to select other pledges for Mr. Klein- 
man? ee | Yes Sit: 

Q. So that as soon as vou selected the pledges 
and got the numbers out of a particular drawer in 
the Kleinman box, you started selecting other 
pledges to replace those? A. Yes sir. 

Q. When you had finished selecting those new 
pledges, you placed those, having obtained the num- 
bers, you placed [3833] those in the Kleinman 
drawer, did you not? A. Yes sir. 

Q. Now, if I am not mistaken, Mr. Kravitz, that 
was done, this selecting was done during the day 
before the evening that Mr. Ross, the attorney from 
Judge Pacht’s office, and Mr. Simon and Mr. Ly- 
man came over to check their contract numbers as 
against the pledges which you had selected for them 
out of the Kleinman box? 

A. I don’t quite get that. 

Q. I will ask it again; it was rather long. The 
morning of the day on which you were told to select 
pledges out of the Kleinman drawers for the Simon, 
having selected those out of the Kleinman drawers, 
which you did by picking out one drawer, you then 
began to select new pledges for Mr. Kleinman? 
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My. Chotiner: We object to that as assuming 
facts not in evidence, that he was told on the morn- 
ing of the day. 

Mr. Dienstag: It is cross-examination. 

The Referee: Overruled. 

A. After the Simon transaction was all over, 
then I started to collect the pledges for Mr. Klein- 
man. 

Q. By Mr. Dienstag: You mean by the Simon 
transaction being over, that you had selected the 
pledges for the Simons? 

A. After the Simon transaction was over, then 
I began to collect pledges for Mr. Kleinman. [334] 

@. You replaced them with the exact amount of 
other pledges and tickets? A. Yes sir. 

@. And in that case, as in the previous ease, 
Mr. Abe Zemansky pulled those tickets out of the 
regular books, didn’t he? A. Yes sir. 

@. And those were kept separate? 

A. Yes sir. 

Q@. Handled just as the other transaction had 
been handled ? A. Yes sir. 

Q. Do you remember at this time whether the 
amount of pledges selected for Mr. Kleinman to 
replace those which were taken for the Simons, 
were equal in number, or greater than the amount 
which had been taken? 

A. Do I remember the amount? 

Q. Not the exact amount, but do you recall that 
the pledges equaled the pledges which had been 
taken, or more than equaled them? 
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A. I think it was a little better than $30,000, or 
around that. 

Q. Your recollection is that it was about $30,000? 

A. Or around there. [335] 

Mr. Dienstag: If your Honor please, by stipula- 
tion the following statement is made, that the total 
amount for which the articles were pledged, which 
were Sclected as security for the February 24th con- 
tract, was $107,140, so that is the security, the prin- 
cipal amount, for which the articles were pledged. 
This did not include any interest due on the pledges. 

Mr. Laugharn: In other words, that is the total 
of the pledges without interest, as set forth in the 
xhibit A attached to the contract of February 24th. 

Mr. Dienstag: That is correct. 

Q. Now, Mr. Kravitz, subsequent to the time 
that you selected these original pledges in the sum 
of about $107,000, there arose occasions, did there 
not, when there was insufficient money in the cash 
drawer in order to make loans? A. Yes sir. 

Q. And at those times also, Mr. Kleinman ad- 
vanced money to you with which to make loans? 

[336] 

As Woe oir. 

Q. Now, do you of your own knowledge, know 
whether any of those sums were repaid or not? 

A. I don’t know. 

Q. Were there many of such amounts advanced ? 

A. Off and on, yes sir. 

Q. So that the total amount so advanced would 
be rather substantial, would it not? 
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wi. I think they would, yes sir. 

@. I mean, it would amount to several thousand 
dollars altogether ? 

A. Every bit of that, yes sir. 

Q. By Mr. Dienstag: You have heard of Mr. 
Gans? A. Oh, yes, Mr. Gans, yes. [337] 

Q. Robert Gans? A. Yes sir. 

Q. Did you take out of the Kleinman pledges, 
pledges for the Gans transaction ? 

A. I think I did. 

Q. Yes. And you were instructed to do that by 
your employer, of course? A, Yes sir, 

Q. Yes. At that time, you also selected other 
pledges, did you not, to replace in Mr. Kleinman’s 
box, the ones which you had taken out for the Gans 
transaction ? ms Yes six 

Q. And those were all selected, that is, the re- 
placement pledges were selected about that time, 
as you remember ? A. Yes sir. 

Q. And those tickets were taken out of the pledge 
books by whom, Mr. Kravitz? 

A. Mr. Abe Zemansky. 

Q. So all through this period, Mr. Kravitz, you 
were the one who actually handled the pledges them- 
selves, that is, the physical pledges so involved, you 
were the one who carried forth the transaction with 
regard to taking them out of the boxes or replacing 
them with others ? A. Yes sir. 

Q. And Mr. Abe Zemansky, one of your employ- 
ers, was the one who took these pledge tickets out 
of the books, and [338] did he put them in the 
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other Kleinman books himself or did you put them 


in? A. No, he put them in. 
Q. He put them in there. And that is where you 
found them, didn’t you? A. Yes sir. 


@. So after you had selected new pledges to 
replace pledges which you picked out in these two 
transactions, the Simon and the Gans transactions, 
you found the tickets for those pledges which you 
had selected to be put in the Kleinman box in the 
Kleinman books? Ay WesGsam 

Q. That is where you compared the signatures? 

Ae Yessir 

Q. And that is the way you did it until the time 
that the place was closed? A. Yes sir. [339] 

Q. Well, after you selected the Gans pledges,— 
(withdraw that) After you had selected the pledges 
for Mr. i<leinman’s box to replace the Gans pledges, 
did you put those into a cardboard box at first? 

[340] 

A. I don’t think so. 

@. You don’t think so. Well, what did you do 
with them, do you remember ? 

A. I don’t remember. 

Q. So at this time you don’t recall just how you 


did this? A. No, I don’t. 
Q. In other words, you might have done it one 
way or the other? A. ‘het? isvaeht. 


@. With this reservation, that you have testified 
that about the time you selected the pledges out of 
the Kleinman box, you also selected new pledges to 
replace them? A. Yes sir. [341] 
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Q. Mr. Kravitz, earlier today in your examina- 
tion, or cross-examination, you stated that you had 
put these redeemed tickets, the large portion of the 
pledge that the customer had, on a spindle, and that 
at the end of the day you would copy the numbers 
down, which referred to the Kleinman pledges, 
which were redeemed, and then you would hand that 
slip to Mr. Kleinman. fe, «Yee sit. 

Q. Now, will you look at this piece of paper, 
dated February 21, 1939, that has numbers and fig- 
ures opposite those numbers; is that your hand- 
writing? 


A. Not that one, the date is. 

@. The date is your handwriting ? 

A. Yes. 

Q. And this one dated February 22nd? 
A. Yes sir. [342] 

Q. Is that all your handwriting? 

A. All in my handwriting. 

@. And the one dated February 23rd? 
A. That is in my handwriting. 

Q. February 24th. 

A. All mv handwriting. 

@. February 25th. 

A. All my handwriting. 

Q. February 27th. A. Not mine. 
Q. February 28th. A. Not mine. 
Q. February 29th. A. That is not mine. 
Q. 


Or, rather, March Ist, as there was no Feb- 
ruary 29th. How about this one? 
A. No. 


326 Sam Kleinman vs. 


(Testimony of Leo Kravitz.) 

Q. Will you look through these as I put them 
down and select any that 1s yours? 

A. Yes sir. 

@. This is dated March 7th? 

A. That is mine. 

Q. These are the tickets then to which you have 
reference, 1s that correct ? 

A. Yes sir. 

Q. Let us take this one, for example, dated Feb- 
ruary [343] 22nd. On that date, you made a note 
on this slip of paper, ‘‘ February 22, 1939, No. 438175, 
$70’’; that is correct ? A. Yes sir. 

Q. And that was the redemption on that date? 

A. Yes sir. 

Q. That was the only redemption ? 

A. ‘The only one I made. 

Q. Then you gave that ticket to Mr. Kleinman, 
as a record of the pledge which had been redeemed 
and the amount of the pledge? 

A. Yes sir. 

@. And this was, of course, the procedure that 
you followed every day from the day that you had 
selected the pledges until the time that the Provi- 
dent Loan Association was closed ? 

A. Yes sir. 

Mr. Chotiner: We would lke to have that 
marked for identification, that one and the rest of 
them also. 

Mr. Dienstag: All right. I will take these pledge 
tickets which I have referred to, being six in num- 
ber, and dated February 21st, February 22nd, Feb- 
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ruary 23rd, February 24th, February 25th, and that 
isolated one here of March 7th, and offer them for 
identification as Kleinman’s Exhibit A. 

The Referee: That will be Kleinman’s Exhibit 
A for Identification. [344] 

Mr. Dienstag: If there is no objection, your 
Honor, I will offer these in evidence rather than for 
identification. 

The Referee: Is there objection? 

Mr. Chotiner: At least, as to February 21st, the 
witness said it was not in his handwriting. 

The Referee: All right ask the witness again 
whether all of these are in his handwriting. 

The Witness: All of these here are in my hand- 
writing. 

The Referee: The ones you are holding in your 
hand are in your handwriting. Very well. 

The Witness: The date on this one is In my 
handwriting. (Referring to the slip dated February 
21st.) 

Mr. Chotiner: But the rest is not in your hand- 
writing. 

The Witness: No. 

Q. (By Mr. Dienstag): Do you know whose 
handwriting that is? 

A. It looks ike Abe Zemansky’s. 

@. You are familiar with Abe Zemansky’s hand- 
writing ? A. Yes sir. 

Q. Abe Zemansky was one of your employers? 

A. Yes sir. 
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Mr. Dienstag: We offer them all at this time. 
The Referee: Is there objection? All right; they 
will be Kleinman’s Exhibit 3 in evidence. 


KLEINMAN’S EXHIBIT No. 3 


DG ee Me eae Pe ee 75.00+/ 
Ole nn. ee 75.00/ 
VAS. cccceeccccesscdess lessees 85.001/ 
AGB S4 cis ache ee 50.00+/ 
Al... ee 175.007/ 
ie 50.00 
Feb. 22, ’39 
BON)... a V/$ 70.00 
Feb. 23, 1939 
AD GG3 oo cccccoeccsccsicsersisreeeeeneses 50.001/ 
1 en ak 100.00+/ 
AGHO9. ac eae 50.00+/ 
AS30.22, elec 80.007/ 
S9000! ee ee 200.001/ 
MOS. 150.00+/ 
10 \ 200.001/ 
(945029) 
AS ieee Sateen cee oe 100.00\/ 
Feb. 24, 1939 
LD) a VV 150.00 
ONO ccccceseccccectcnsc se Vv 80.00 
A Vv 50.00 
5: ae VY 70.00 
2 V 50.00 
OR: ee Vv 50.00 
BIN oc oceeeacoccleccseesccssce VV 150.00 
Se Vv 100.00 
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mene 2a se 
Be Senet. ee X 175.00V 
[*Illegible; defaced in original exhibit. ] 
ASSES 2 ee ae VY 160.00 
Ost eee ae Be VY 50.00 
EN eee acs cavsn Beene. VY 50.00 
BOS ee sae VY 85.00 
EO ie sero eee VY 50.00 
OS). at a ee eee V 150.00 
March 7, 1939 
25) OG Se 0 er V O 200.00 
2 (ee ta VN_ 30.00 
SSC) Ee eee OR VO 75.00 
ES OM Giese Rete VN 40.00 
ANT G4 ee VO 50.00 


[Endorsed]: Filed Aug. 23, 1940. 


Mr. Dienstag: Your witness, counsel [345] 
The Referee: Do you want these? 
Mr. Chotiner: If I may, your Honor. 


Redirect Examination 
By Mr. Chotiner: 

Q. Directing your attention to Kleinman’s Ex- 
hibit No. 3, the one dated February 21, 1939, when 
you put that date on there, was the writing that 
appears above the date already on the slip of paper? 

A. Yes sir. 

Q. Do you have an independent recollection of 
that piece of paper? 
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A. No, I haven’t. 

Q. On what do you base it, that you put the date 
on there after the other writing was already on the 
piece of paper? | 

A. Well, I wouldn’t put it on there here, down 
here; if I was to do any writing, I would put the 
date here, up here. 

@. Do you know why the date had not been put 
on there at the time the slip was given to you? 

A. I probably told Mr. Abe GZemansky to give 
me a record of all numbers. I probably got busy 
and he took a record of the numbers and I put the 
date on it. That happened that way. 

@. Can you tell us what the insignia means on 
this [846] slip of paper, dated February 21, 1939, 
after the $75? 

A. That means they were checked off of Klein- 
man’s books. 

Q@. Where you find one where that same insignia 
does not appear, what does that indicate? 

A. I guess that must have been something to 
look up on Kleinman’s books, we left it open. 

Q. Wherever the insignia indicated by an X 
with the line joining the two diagonal lines on the 
left-hand side appears, does that mean that that is 
one that was checked against the Kleinman books? 

A. Yes sir. 

Q. February 22nd was Washington’s birthday; 
was the Provident Loan Association open that day 
for business ? 
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A. Iam pretty sure it was. 

The Referee: February 22, 1939, was on a 
W ednesday. 

A. We were open on that day. 

Q. (By Mr. Chotiner): Now, whenever you 
would make a redemption of a pledge that had been 
set aside for Mr. Kleinman, was there another 
pledge of approximately the same amount in the 
vault that had not been set aside for any other 
ereditor ? A. There were. 

Q@. Now, whenever you would make a redemp- 
tion of a pledge that had been set aside for the 
Simons, what did you do with the money? [347] 

Mr. Wolver: That is objected to as being in- 
competent, irrelevant, and immaterial, not binding 
on this claimant whatsoever. 

Mr. Chotiner: They went into it on cross-exami- 
nation. 

The Referee: Overruled. 

A. We put it in Mr. Simon’s box. 

Q. (By Mr. Chotiner): Was that money put 
in the regular cash drawer from which you made 
loans? A. No sir. 

Q. Now, directing your attention to Trustee’s 
Exhibit 8, which is the form of pledge ticket, I be- 
heve you testified to on cross-examination, that that 
form was not used at the Provident; did you mean 
the entire form was not used or a portion of it was 
not used? 

A. A portion of it was not used. 
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Q. And which portion were you referring to 
when you so testified on cross-examination. 

A. The duplicate. 

Q. The duplicate stub, is that correct? 

Ae Wesksin: 

Q. Now, at the time you set aside security for 
the Simon account,— Withdraw that. I will now 
direct your attention to the time when you set aside 
the security for the Simon account, that was the 
occasion when you took some of the Kleinman 
pledges, and used them to make up the Simon se- 
curity; is that correct? [348] A. Yes sir. 

@. How long after you did that was it that you 
set aside additional pledges for the Kleinman ac- 
count to make up the pledges that had been taken 
from him? 

A. As soon as I finished the Simon transaction. 

@. How long after was that? 

A. It might have been that same day. 

Q. Do you remember whether it was in the day- 
time or in the nighttime that you set aside the 
security for the Simon account ? 

A. We finished up the next day. At night we 
started and finished up the next morning. 

Q. That finished up the Simon? 

A. ‘The Simon account, the next morning. 

Q. How long after that was it then that you put 
back or, rather, put the security on Kleinman’s side 
in the vault after you finished the Simon matter ? 

A. That same day. 
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Q. Do you have an independent recollection of 
doing that? Ase Wes sir. 

Q. Just as soon as you finished Simon, did you 
start immediately then to set aside some pledges for 
Kleinman ? 

A. Iam positive it was. 

@. Then why did you take some from Klein- 
man’s pledges to give to Simon in the first in- 
instance? [349] 

A. Well, for the Simon account, we gave them 
old pledges, which would not be redeemed so fast; 
the money would not come in so fast with the 
Simon account. They were old pledges. 

@. In other words, you took old pledges from 
the Kleinman security to give to Mr. Simon; is that 
correct ? A. Yes sir. 

Q. Was that the only reason that you know of 
as to why that was done? 

A. The only reason, yes sir. 

@. Were there any other reasons? 

A. It was easier to come through with the trans- 
action with the Simon. 

Q. Well, Mr. Kravitz, will you explain to us 
then what was easier about taking drawers of 
pledges that had been set aside for Kleinman in- 
stead of going to another portion of the vault and 
taking pledges that had not been set aside for any- 
one? 

A. It would take us four or five hours. 

@. They were all in the same place, weren’t 
they ? He WNorsir. 
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Q. You only had one vault, isn’t that correct? 

A. Yes sir, but I had to go through maybe 20 
or 30 drawers to get large loans out of there. 

@. Where were the large loans? 

A. Segregated all over the vault. [350] 

The Referee: I think I would like to ask the 
witness what his understanding of the term ‘“‘large 
loan’? is. 

A. Anything from $50 up. 

Q. (By Mr. Chotiner): Directing your atten- 
tion to the time when the Gans security was set 
aside, how long after that was it that you replaced 
security that had been taken from the Kleinman 
drawers? 

A. As soon as we finished up the transaction. 

@. Mr. Kravitz, do you have an independent 
recollection of those occasions ? 

Mr. Dienstag: JI don’t understand this ‘‘inde- 
pendent recollection,’’ after every statement the 
witness makes. He said that he did it at that time. 

The Referee: It is overruled. Proceed. 

A. The only thing I know, as soon as I finished 
Mr. Gans’ transaction, I started on Mr. Kleinman’s 
transaction. 

Q. (By Mr. Chotiner): At the time you set 
aside pledges for Mr. Gans, were there other pledges 
in the vault which had not been set aside for any 
creditor ? A. No sir. 

Q. You mean then that at the time the Gans 
pledges were set aside for him, there were no 
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pledges in the vault that had not been assigned to 
anybody else? [351 ] 

A. Just Kleinman and Simon. 

@. Then where did you get the pledges to re- 
place the ones from the Kleinman account that you 
had set aside for Gans? 

A. There were a lot of $20 loans, $15 loans, $10 
loans, and $25 loans, that we didn’t want to put in 
the Gans transaction. 

@. Then there were other pledges in the vault at 
that time that had not been assigned to any other 
creditor; is that correct? A. Yes sir. 

(). Well, were all of the pledges at the time of 
the Gans transaction— Withdraw that. At the time 
you set aside the security for the Gans account, were 
all of the pledges in the vault set aside for some 
creditor with the exception of the small ones, of 
about $10 or $152 

A. I don’t quite understand that. 

Q. I will try to do a little better. At the time 
you set aside the security for the Gans account, 
were all of the pledges that were in the vault at the 
Provident Loan Association already set aside for 
some other creditor with the exception of small 
loans? NG sie 

Q. Then there were some large loans in the vault 
at that time that had not been set aside for other 
creditors; is that correct? [352] 

A. No, there were a lot of small loans that were 
not set aside for creditors. 
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Q. In other words, there were a lot of small 
loans in the vault that had not been set aside for 
other creditors, is that correct ? 

A. That is nght. 

Q. Now, during the times that you would talk 
with Mr. Kleinman at the Provident, did you ever 
talk to him about the Tango business in which the 
Zemanskys were interested ? 

A. Off and on, yes sir. 

Q. What was it that you used to say to Mr. 
Kleinman and Mr. Kleinman used to say to you 
about the Tango business? 

A. Used to talk to him about El Cerritos, if they 
ever got going, they would make a lot of money 
there. 

@. What did Mr. Kleinman say about it? 

A. ~ hemecladaioMeamit. 

Q. Was anything else said by you or Mr. Klein- 
man about the T’ango business operating ? 

A. He knew it was a very good business when 
thev got going. [353] 

At the time you selected the Gans pledges the 
pledges to replace the Gans pledges, taken out of 
Mr. Kleinman’s box, there were about 20 or 30 
drawers of pledges that were assigned to no one, 
weren't there ? x Yes cm 

Q. You had already been through a good many 
of those boxes to get large loans? 

A. Wes im 
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Q. Especially when you picked up $100,000 or 
more for the Kleinman transaction ? 

me 4 Ves sir. 

Q. Now, in these 25 or 30 boxes full of pledges, 
there might have been a large loan here and there, 
is that correct? A. That is right. 

Q. But in order to select those, you would have 
had to go through 25 or 30 boxes, wouldn’t you? 

A. Yes sir. [854] 

@. And there are a lot of those pledges in one 
box, aren’t there? 

A. Yes sir. 

. Possible a couple hundred in a box? 

A. 200 or more. 

@. 200 or more. Is that the reason why you 
first picked the numbers out for Gans, then went 
through a box to replace them for Kleinman? 

A. Yes sir. [355] 

Q. And the Tango business was mentioned ? 

A. ‘Tango. 

Q. Or the other amusement enterprises of the 
Zemansky Brothers. It was well known that they 
were in the amusement business, was it not? 

i NES SIT. 

Q. Especially among the employees? 

m™, Yes Sir. 

Q. And was the general opinion which was ex- 
pressed to you by the other employees and yourself 
to them that that was a very profitable business 
when it was running ? A. Yes sir. 
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Q. So that the discussions which you had with 
Sam Kleinman in regard to that were the same that 
you had with the other employees? A. Yes. 


Redirect Examination 
By Mr. Chotiner: [356 ] 

Q. Directing your attention to the first time that 
you set aside pledges for Mr. IXleinman, and then 
you would go ahead and make redemptions for cus- 
tomers, how often would it be that you would ac- 
cumulate other pledges and put them over into the 
Kleinman security account ? 

A. Well, I used to have them ready for Mr. 
Kleinman, if I got a bunch of them set aside, they 
would amount to three or four thousand dollars; 
I would give them to Mr. Abe Zemansky and Abe 
Zemansky brought them to me and we would give 
them to Sam, three or four thousand dollars worth 
of pledges. 

Q. That would happen to be every two, three or 
four days? 

A. A little longer than that sometimes. [357] 
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called as a witness on behalf of the Trustee, having 
been first duly sworn, testified as follows: 


Direct Examination 
By Mr. Chotiner: 

Q. Were you an employee of the Aerageslsy 
Brothers ? A. JI was. 

@. And how long were you employed by them? 

A. Well, I say around 32 years. 

@. And that was right up to the bitter end, is 
that right? A. That is right. 

Q. By that, I mean up to the time that they 
filed bankruptcy proceedings? 

Peaetniat is right. 

Q. During that period of time, and particularly 
directing your attention to the last few years what 
were your duties ? 

A. Asa loan clerk and salesman. 

Q. And where did you work in the last few 
years ? 

A. The last year and a half I worked at the 
Provident Loan Association. 

Q@. Your duties as loan clerk, I assume, were to 
make loans to customers when they would come in? 

A. That is correct. [358] 

Q. Did you ever handle any redemption of 
loans? A. I did. 

Q. Now, then, did you have access to the vault? 

me Lodi: 
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Q. Did you ever open up the vault in the morn- 
ing? 

I did a few times, not very many times. 
Who used to open up the vault? 

Mr. Kravitz. 

Mr. Kravitz is your brother-in-law ? 

That is correct. 

Directing your attention to the time when 
the security was set aside for My. Kleinman, do you 
remember that occasion generally ? 

A. I do. 

@. At that time, whenever you woud make a re- 
demption of a pledge that had been set aside for 
Mr. Kleinman, what did you do with the money ? 

A. Put it in the cash drawer. 

@. And what did you do with the money after 
it went in the cash drawer ? 

A. Used it for loans again, when they came in. 

Q. Did you set aside that money in a separate 
place in the cash drawer from money from other 
pledges ? A. No sir. 

Q. Was that the same place in which you put 
the money that you received from redemptions on 
other loans? [359] 

A. ‘That is recht. 

Q. Did you ever see Mr. Kleinman— Withdraw 
that. Did Mr. Kleinman ever make redemptions of 
pledges that had been set aside for him ? 

A. He did. 

Q. What did he do with that money ? 


Se Pere 
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A. He put it in the cash drawer, too. 

Q. Was that money used again for the purpose 
of making new loans? 

me Vhatais right. 

Q. Who would go into the vault to get a pledge, 
where it was a pledge that had been set aside for 
Mr. Kleinman ? 

A. Well, anybody that would be waiting on the 
customer at the time. 

Q. In other words, any loan clerk who was 
waiting on a customer would go to the drawer and 


take the pledge? A. That is right. 
@. Did you ever see Mr. Kleinman look in the 
cash drawer ? A. I did. 


Q@. And what would be the occasion of his look- 
ing in the cash drawer ? 

A. Qh, he looked in the cash drawer many times. 
If he would look in and didn’t find any money, he 
dropped his hands where the money was supposed 
to be and just say, ‘‘ Nicht gut.’’ [360] 

Q. What does ‘‘ Nicht gut’’ mean ? 

A. No good. 

@. Did he used to do that before the security 
had been set aside for him ? 

A. Well, any time that there wasn’t very much 
money in there. 

Q. Were those occasions before the time the 
security was set aside for him? 

A. Before and after. 
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Q. Did you ever have any conversation with Mr. 
Kleinman or talk with him about there not being 
money in the cash drawer? 

A. There were occasions, a few oceasions. 

@. On the occasions that he did talk to you, how- 
ever, What did he say, if anything. 

A. Well, he would say, ‘‘How long is this going 
to keep on?”’ 

@. What did you say, if anything? 

A. I said, ‘‘I don’t know.”’ 

@. What did he say, if anything, after that? 

A. He didn’t say very much. He would walk 
away, put his hand behind his back, or behind his 
ear, and scratch the back of his head. 

Q. During what period of time was it when you 
were up at the Provident that there appeared to 
be a lack of cash on more oceasions than previ- 
ously? [861] 

A. During what period of time? Let’s see. I 
won’t say exactly, but the time when I went up 
there, there appeared to be plenty of money. Later 
on, it seemed like it dropped to where there wasn’t 
much money. 

Q. When it started to drop down to the point 
where there wasn’t much money, did you ever have 
an occasion when a customer would come in to bor- 
row money, and you wouldn’t have sufficient money 
to make the loan ? 

A. Yes, but I made the loan. I would inquire 
to see if I could get the money, either through Leo 
or Dave Zemansky. 
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Q. Who did you ask for the money ? 

A. I asked Leo whether he could get it, or Dave 
Zemansky at the 508 store. 

Q. Were there occasions after speaking to Leo 
Kravitz or calling Dave Zemansky, that you still 
did not get sufficient money to make a loan? 

A. There would be. 

Q. Was that on very many occasions? 

A. ‘Toward the last, ves sir. 

Q. Did that occur prior to the time that security 
was set aside for Mr. Kleinman ? 

A. It was a few times, not very often. [362] 


Cross Examination 
By Mr. Dienstag: 

Q. I am quite interested in this habit of Mr. 
Kleinman’s of putting his hand on the back of his 
head. Did you say he rubbed or scratched ? 

x % % % % ae % 

Q. During all that period, let us say, when he 
started doing business with the Zemanskys in 1935, 
I presume you are referring to, when he came to 
the Provident Loan Association? [363 ] 

A. No, when he came to the Main Street Store, 


ol. 
Q. You had known him over there? 
A. Yes sir. 


Q. At that time, did he have this same habit of 
rubbing the back of his head with his hand and 
walking up and down 2? 
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A. Well, not in the store at that time, because 
he never came in with his hat off. 


Q. Where was it you first noticed this habit? 
A. I noticed it at the Provident. 

Q. At the Provident? A. Yes. 

Q. When you first went there? 

A. Yes. 

Q. 


He was accustomed to doing that. You 
worked there about a year and a half? 

A. Maybe a little bit longer, but approximately. 

Q. In any event, a year and a half before the 
time the Provident closed up, there was Mr. Klein- 
man rubbing the back of his head and walking up 
and down? 

A. Walking up and down, or walking in a circle. 

@. Oh, he was walking in a circle, too? 

A. Yes. 

Q@. At that time, when you first went there, Mr. 
Sego, and he was walking up and down or in a 
eircle, and rubbing the back of his head, there was 
plenty of money [364] in the cash drawer ? 

A. When I first came up there? 

Q. Yes. A. Yes. 

Q. That is what you just said. There was plenty 
of money in the cash drawer, there was Mr. Klein- 
man walking up and down all around, and rubbing 
the back of his head. The answer was yes? 

A. Yes. [365] 
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Redirect Examination 

By Mr. Chotiner: [366] 

Q. Did you notice whether there was any change 
in his manner after he got the security ? 

A. After he got the security? 

Q. Yes. 

A. Well, I don’t know whether there was much 
change in him, Mr. Chotiner. 

Q@. Was there a change that was noticeable to 
you in any way? 

A. Well, he might have been a little more calm, 
but that’s all. [367 ] 


_ —oe 


DAVE ZEMANSKY, 


called as a witness on behalf of the Trustee, having 
been first duly sworn, testified as follows: 


The Referee: Your name is Mr. Dave Zeman- 
sky ? 
The Witness: David Zemansky. 


Direct Examination 
By Mr. Chotiner: [368] 

Q. Now, bearing in mind the amount of interest 
that you paid during the year, are you able to tell 
us approximately what the total amount of princi- 
pal there was owing by Zemansky Brothers? 
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A. I never did run it off. During every month 
there was some money coming in and some money 
to go. Sometimes we paid, sometimes we received 
money. 

@. Within a couple hundred thousand dollars, 
ean you tell us approximately how much the firm 
owed ? a. No, 

Mr. Chotiner: @. You saw the _ schedules 
that were filed by you and your brothers in the 
bankruptcy proceedings, didn’t you? 

A. Yes sir. 

@. And at the time you saw those schedules, you 
signed them, isn’t that correct ? 

A. Yes sir. 

@. And at that time you found out, or at least 
you [370] knew, that Zemansky Brothers owed ap- 
proximately over one million dollars, isn’t that 
right? 

A. Yes sir, at that time. 

Q. Was there any substantial change in the 
amount of money that was owing by Zemansky 
Brothers within a period of one year prior to the 
time you filed the petition ? 

A. I wouldn’t say any large amount. 

Q. It didn’t vary, in any event, more than 
$200,000, did it? 

Mr. Dienstag: Objected to as leading. 

The Referee: Sustained. 

Mr. Chotiner: Q. How much did it vary 
during that year, do you know ? 
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A. Icouldn’t say for sure. 

Q. Can you give us an estimate of how much it 
varied ? A. JI don’t know, no. 

Q. Well, did it vary more than $200,000? 

Mr. Wolver: That is objected to as calling for 
the conclusion of the witness. 

The Referee: Overruled. The witness appar- 
ently knows but is not answering. Perhaps some 
question will refresh his recollection. Overruled. 

A. Did you say $200,000, I don’t know for sure, 
but I would presume it would not be that much. 

Mr. Chotiner: Q. Did you see the sched- 
ule of the assets of the Zemansky Brothers at the 
time the petition [371] was filed ? 

A. Yes sir. 

Q. And they were true and correct? 

A. No. At the time the petition was filed? 

@. At the time the schedules were filed? 

A. They had taken stock and one thing and an- 
other. 

Q. They were true and correct to the best of 
your knowledge? A. Yes sir. 

Q. You signed that schedule, isn’t that true? 
Did you sign that schedule of assets? 

A. No, I don’t remember whether I did or not. 
I don’t believe I did. 

Q. At any rate, you saw the schedule? 

A. The Receiver took charge of the stock and 
everything else, all there was. 
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Q. Mr. ZGemansky, in this proceeding, did you 
ever see the schedule of assets that was owned by 
Zemansky Brothers? 

A. Yes, sir, later on, in the inventory. 

@. Was there any substantial difference between 
the total of those assets at the time you saw them 
and within a year’s time prior to that? 

A. As I say, I don’t think there could be very 
much difference in the last year. 

Q. When you say there couldn’t have been much 
difference in the last year, could it have depreciated 
more [872] than a couple of hundred thousand 
dollars? 

Mr. Miller: ‘That is objected to as leading. 

The Referee: Overruled. 

A. Not more than that. 

Mr. Chotiner: Q. Not more than that. Aft 
the time the petition was filed under Chapter 11 
of the Bankruptcy Act, did your assets consist of 
more than fifty per cent of your liabilities ? 

A. I wouldn’t know. [373] 

@. Now, directing your attention to the contract 
dated February 24, 1939, which covers a series of 
$5,000 notes, totaling $100,000, do you recall the 
circumstances under which you signed that con- 
tract; that is, do you remember [376] where it was? 

A. Yes sir. 

Q. Where did you sign it? 

A. At the Provident Loan Association, 706 
South Hill Street. 
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Q. When was that? 

A. That, as I understand it, the date would be 
around—— 

Mr. Wolver: Just a moment. 

The Referee: Give us your best recollection. 

A. It was the night Mr. Dienstag was in town. 
He had to go back to San Francisco and they 
wanted me up at the Provident that night. There 
were some things I remember. Mr. Kleinman was 
there the same night. 

Q. What happened at the Provident Loan As- 
sociation, if anything, the night you signed the con- 
tract ? 

A. Well, there was Mr. Kleinman and Mr. Dien- 
stag in the front room and myself, then in the next 
room I think were William Simon and Mike Lyman 
and a representative from Isaak Pacht’s office, and 
they also had the pledges on a desk in that same 
room; they were trying to work out the Simons’ 
deal in regard to the pledges. 

Q. Was it on the night that the Simons people 
were up at the Provident Loan Association and the 
security was being set aside for them, that you 
signed the February 24th contract? 

A. Yes six. [377] 

Q. When did Abe Zemansky sign that contract, 
if you know? 

A. That same night. 

Q. Was the signature of Mr. Kleinman on the 
contract before you and your brother signed it? 
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A. Now, that I don’t remember. 

Q. Are you able to tell us one way or the other 
as to whether his signature was on there? 

A. I couldn’t say. My brother Abe pointed out 
in the contract where it says in case anything 
should happen to Abe Zemansky, his insurance 
money should go to Mr. Kleinman, and he asked: 
me about it. I said I guess there is not much to be 
done about it. 

Q. Was Mr. Kleinman demanding that some- 
thing be done about it? 

A. He said he would have to be protected for 
his money. [378] 

@. Were you present at the time Mr. Kleinman 
volunteered to take a reduction in salary ? 

A. No, I wasn’t there, but I might explain I 
used to send the checks to Mr. Kleinman at the 
Provident. I used to [879] send a check to the 
Provident for $75, and Mr. Kleinman would not 
take the checks; so that might account for some of 
those I.0.U.’s; if you notice, there were several 
I.0.U’s, one for $75, $50. I think later on I used 
to make out the checks for $50. I happen to know 
more about the checks, because I sent them to the 
Provident, but he would not take the $75 checks. 

@. Do you know why it was that Mr. Kleinman 
would not take the $75 checks ? 

Mr. Dienstag: That calls for a conclusion and 
opinion of this witness. 

The Referee: Sustained. 
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Mr. Chotiner: Q. Did Mr. Kleinman give 
any reason why he would not take the $75? 

A. He told me there wasn’t enough business up 
there. [380] 


Cross Examination 
By Mr. Dienstag: [381] 

@. All of the principal books of your business 
were kept at 558 South Main Street? 

A. That is right. 

@. Mr. Zemansky, all of this time that you were 
signing the checks, did you know how much money 
you owed, that is, that the business owed ? 

im, ©No sir. 


Q. You had no idea? A. Nosir. 
Q. Did you know how much money you had out 
on pledges? A. No sir. 


Q. So you don’t know how many pledges you 
had in the vault drawing interest ? 

fe IN SIT. 

Q. Except from the fact that you took in cer- 
tain sums every day ? [382] 

A. We didn’t give it much thought. If we got 
any new money or not, we were always in position 
to pay. That’s the way we went along. 

Q. So all of this time that you were writing 
these checks, you didn’t know how much you had 
owed, and you also didn’t know how many pledges 
you had in the vault that people were paying you in- 
terest on? mat is Tight. 


352 Sam Kleinman vs. 


(Testimony of Dave Zemansky.) 

@. Your rate of interest during most of that 
period, Mr. Zemansky, that is, the rate that you 
charged on these loans, was three per cent, was it 
not? A. Yes sir, and it was two. 

Q@. When referring to those figures, we are 
speaking of the rate of interest per month, is that 
correct? A. Yes sir. 

@. You say it was two per cent? 

A. Yes sir. 

@. About how long back, Mr. Zemansky ? 

A. I think previous to 1934, and then the rate 
was changed to three. 

@. Then you charged three per cent? 

A. Yes. 

Q. So from 1934 on, you increased the rate of 
interest which you were charging to make loans and 
your income increased correspondingly, isn’t that 
correct ? A. Yes sir. [383] 

@. So that theoretically, as I see it, Mr. Zeman- 
sky, as people paid the amounts due, you were 
getting thirty-six per cent a year on your money 
that was outstanding ? A. Yes sir. 

@. In other words, on all pledges that came in 
after 1934 you charged three per cent? 

A. Yes sir. 

Q. So that on all money that you had out, rep- 
resented by loans on pledges that were in your 
vault, you would be getting thirty-six per cent per 
year ? A. Yes sir. 
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Q. That is the same period of time in which you 
have stated you had been paying out checks for 
interest at the rate of twelve per cent? 

A. When you say thirty-six per cent, it was 
thirty-six per cent on loans up to $300, then the 
rate was two per cent over $300. 

@. On all of the money that was out represented 
by pledges in your vault, you were getting thirty- 
Six per cent per year on loans up to $300 and two 
per cent over $300? A. Yes sir. 

Q@. And what was the greater portion of your 
money loaned out, that is, in what amount did it go 
out; was the greater amount of pledges under $300 
or over? A. Over $300. 

Q. Most of them were over $300, the loans that 
you [384] made? 

A. Yes sir; that is, in volume of money. 

Q. That is what I am getting at. 

A. In loans, there would be more small loans 
than larger loans. 

Q. You, of course, are familiar with the Pawn- 
broker’s Aci, as it affected your business ? 

m Ves sir. 

Q. And it is a fact, is it not, that you knew after 
you held pledges for a certain length of time, twelve 
months, in this particular interest business, you 
could sell those pledges? A. Yessir. 

@. And I believe the practice of your firm was, 
was it not, to hold them about thirteen months? 

A. Sometimes we held them much longer than 
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that. Twelve months was the law. 

Q. You notified them, let us say, at the end of 
thirteen months? 

A. Fourteen, two months over the law. ‘The law 
said twelve. 

@. In other words, you gave the customers extra 
time ? A. Yes sir. 

Q. Now, Mr. Zemansky, you didn’t loan the full 
value of the property, did you, to people? 

A. Nosir. [385] 

Q. You attempted, at least, did you not, to loan 
less money than the pledge was worth, so that when 
a pledge was left with you, there would be an in- 
crease, there would be the difference in the amount 
which you loaned and the amount that it was 
worth ? A. Yes sir. 

Q. It was worth more than you loaned ? 

A. Yes. 

Q. So that if it became necessary to sell that 
pledge, it would bring in more money than the 
amount that you loaned ? As. Westsie 

Q. In that way, if interest had not been paid, 
you received your interest by means of the value of 
the particular piece of property ? 


A. Yes sir. 

Q. Are you what we might call a diamond ex- 
pert? A. Iwas not an expert. 

Q. It was not your duty then to make ap- 
praisals ? A» JNouwsia. 


@. Did you ever act as a loan clerk? 
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A. Yes sir. 

Q. So at least you had enough knowledge to see 
that you would not loan too much on property ? 

A. Yes sir. 

Q. Would you say now, in your opinion as a 
loan clerk [386] and such degree of expert opinion 
that you may have, as a rule you got more money 
for the pledge than the amount you loaned on it? 

A. We did in the last few years. 

Q. In the last few years you did. Let us take 
this transaction with Mr. Kleinman, where he sold 
unredeemed pledges; would you say that more 
money was obtained from unredeemed pledges than 
the amount that was loaned on them? 

A. Only when the loans were made since 1934 
and 1935, and even back to 1932. It was less previ- 
ous to that. We had loaned very liberally to people. 
Some people paid interest to us and we held the 
pledges and we also had cases where they paid a few 
months’ interest, and there were cases where we 
loaned actually more than we received and lost some 
money; so we lost money on those loans that were 
made previous to 1929, before the depression. 

Q. But those made from 1930 or 1932 on, you 
did make money on? 

A. Yes, because in 1929, when the depression 
started to hit us, all pawnbrokers cut down on their 
loans. 

Q. So when it came time to sell those pledges, 
they were sold at a profit? A. Westone 
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Q. Did you at any time before you were shown 
a schedule, after a stock was taken of your property 
on hand by the Trustee, then the Receiver, did you 
at any time before that [887] time know how much 
merchandise you had on hand which was not re- 
deemable merchandise, just jewelry ? 

A. No sir. 

Q. So that until the figures were shown to you 
and an appraisal taken, you did not know how much 
salable merchandise you had on hand ? 

A. No sir. 

Q. Now, at the Provident Loan Association, Mr. 
Zemansky, there are a series of show-cases, or were 
at that time rather, a series of show cases, I believe 
they are still there. 

A. They are still there. 

@. And in those show-cases were kept jewelry 
of various kinds and types? & Yes sim. 

Q. Some pieces of jewelry were extremely val- 
uable ? A. Yes sir. 

Q. Platinum watches with diamonds, large 
bracelets and so forth? 

A. All kindsf of jewelry. 

Q. Those were the property of Zemansky 


Brothers ? A. Yes sir. 
@. And in the same fashion was jewelry at 558 
South Main Street 2? A. Yes sir. 


Q. And perhaps some of the jewelry was not 
all disposed [388] of, some of it was in the vault? 
A. Yes sir. 
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Q. Possibly a good portion of that was kept in 
the Main Street vault ? A. Yes sir. 

Q. Was it your practice to keep that kind of 
jewelry at the Provident office only or principally 
on Main Street? 

A. At the Main Street store we used to clean up 
the jewelry and take it up to the Provident and dis- 
play it in the show-cases you mentioned. 

Q. Those items of jewelry that were not dis- 
played were kept at the Main Street branch? 

A. Yessir. There was some in the vault at both 
stores. 

Q. You did have some in the vault at the Provi- 
dent? A. At the Provident, too. 

Q. Would you say there was more in the vault at 
Main Street than there was at the Provident ? 

A. No. I will tell you what accounts for that. 
We used to take certain things from the Provident 
to the Main Street store; we had a register and 
marked them in that way. That’s the way they got 
down to that particular store. 

Q. Regardless of the way they got there, they 
were there? A. Yes. [389] 

Q. And of course, the 558 South Main Strect 
we have been talking about, was a loan office? 

A. Yes sir. 

Q. At that place you loaned the money just as 
you did at the Provident? A. Yes sir. 

(Discussion between Court and counsel.) 
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Q. (By Mr. Dienstag): Mr. Zemansky, was 
Mr. Kleinman ever at the 558 South Main Street 
store, if you know? 

A. Qh, yes sir, he came in at different times. 

@. Had he ever been in the vault of the 558 Main 
Street store ? A. Yes sir. 

Q. Do you know of your own knowledge, Mr. 
Zemansky, that Mr. Kleinman had given money to 
Zemansky Brothers on I.O.U.’s from time to time? 

A. Yes sir. 

@. Mr. Zemansky, did you expect to pay interest 
on those 1.0.U.’s? 

A. Yes; I offered to pay interest to him and he 
wouldn’t take it. 

@. On how many occasions would you offer it to 
him ? 

A. At different times; in fact, some of those 
notes I think originally started with I.0.U.’s, if I 
remember right. ‘Those I.0.U.’s kept bobbing up 
and I wanted to pay him some interest, and Mr. 
Kleinman would say ‘‘Never mind [390] about the 
interest, make out a new note for the whole 
amount,’’? which I did, and then we started figuring 
interest on the new note. Previous to that, we 
never did, although I offered to pay him interest 
and he said he didn’t want any interest on the 
I.0.U.’s; make out a new note. A lot of the I.0.U.’s 
I paid back altogether. 

@. You paid up a group of I.0.U.’s? 

A. Yes sir. 
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Q. In cash? AY Wesesin 

Q. At the time you paid the cash, did you pay 
any interest? 

A. I offered to pay it. He said ‘‘Don’t insult 
me,’’ or some words to that effect. He didn’t take 
it anyway. 

Q. Those would be frequent occasions? 

A. Yes sir. [891] 


Redirect Examination 
By Mr. Chotiner: 

Q@. Mr. Zemansky, directing your attention to 
the time of February 24, 1939, the contract cover- 
ing the $100,000 worth of notes. From that time on, 
did you ever pay any principal to Mr. Kleinman on 
any part of that $100,000 obligation ? 

A. No sir. 

Q. Now, you testified on cross examination that 
you were making payments as they arose; were you 
making them in 1938? 

Mr. Miller: That is objected to as indefinite. 

Q. (By Mr. Chotiner): Were you making all 
of your interest payments in the entire year 1938? 

A. No sir, come to think about it. 

Q. What was the reason you were not making 
all of your [393] interest payments ? 

A. I'll tell you; there was my sister and my 
brother-in-law. I used to make out the checks to 
my sister, Mrs. Harris, and I mailed out the other 
checks to the other people when we had the money 
to spare. 
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@. Then, did you have sufficient money during 
the entire year of 1938 with which to make all of 
your interest payments ? 

A. Yes sir. I would ask my sister to hold the 
check and I would phone my sister when I had the 
money to spare. She never said anything about it 
and I just let it go at that. 

@. During the last few months of 1938, had 
there been any checks issued on account of the ob- 
hgations of Zemansky Brothers, which were re- 
turned by the bank because of insufficient funds? 

A. 19388? JI don’t remember. 

Q@. Were there any in the first part of 1939? 

A. There were some checks in 19389 I gave to 
people and told them to hold them for a day or two 
before putting them in. That might have been the 
latter part of 1938. 

The Referee: When did you first do that other 
than with your relatives; when did you first ask 
anyone other than your close relatives to hold the 
checks ? 

A. I think it was the latter part of 1938. I was 
thinking it was 1939, but I think it was the latter 
part of 1938 that I made checks to people with the 
understanding [394] that they were going to hold 
them and I would let them know when to put the 
checks in. 

The Referee: Proceed. 

Mr. Chotiner: That is all. 

The Referee: Anything further ? 

Mr. Dienstag: Yes. 
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Recross Examination 
By Mr. Dienstag: 

Q. During this period you did send Mr. Klein- 
man his checks? A. Yes sir. 

Q. You didn’t ask him to hold his checks? 

A. Yes, I asked him to hold the check a day or 
two. 

The Referee: When was that? 

A. That was in 1939. 

Q. When in 1939? 

A. That would be around I think in March. In 
fact, it was after the new contract. 

Q. (By Mr. Dienstag): Mr. Zemansky, direct- 
ing your attention back to 1932 and 1933 and there- 
abouts, did you ever have checks come back that 
you sent out? A. No sir. 

@. Never any shortage of cash at any time? 

A. No sir. 

Q. Were you borrowing money from people at 
that time, [395] new money ? A. Yes sir. 

Q. You were always borrowing money in your 
business ? 

A. Always borrowing money. That’s why I 
guess we had no checks come back in this business 
because we were able to meet them all the time. 

@. In other words, at that time you were bor- 
rowing money from a good many people, and you 
could always get about as much money as you 
wanted and you were always paying interest? 

my Wes*sir. 

Mr. Dienstag: That is all. [396] 
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called as a witness on behalf of the Trustee, having 
been first duly sworn, testified as follows: 
The Referee: Your name is Abe Zemansky ? 
Mie Witiess: SY es"sir 
The Referee: Proceed. 


Direct Examination 
By Mr. Chotiner: [397] 

(). Prior to the time that security was given to 
Mr. Kleinman, who had access to the vault and the 
vault door where the pledges were kept? 

A. One of our diamond experts by the name of 
Perry Cussick. 

@. Did you have access to the vault and the 
vault door? A. Yes sir. 

@. And did you have the combination to the 
vault? A. Yes sir. 

@. Did any of the other employees have the 
combination to the vault? 

A. Only Perry and Sego, and Leo Kravitz. 

Q. After the security had been given to Mr. 
Kleinman, was the combination on the vault 


changed ? A. No sir. 
(. And did the same people still have access 
to the vault and the vault door? A. Yes sir. 


@. After the security had been set aside for Mr. 
[399] Kleinman and a customer would come in and 
wish to make redemption, how would that be han- 
dled ? 
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A. We would go to the safe just as we did be- 
fore and get the loan out. 

Q. Was there any difference in procedure in 
any way after Mr. Kleinman obtained the security 
than there was before? i, PN ows. 

Q. What did you do with the money that you 
received from the customer ? 

A. Put it in the cash drawer. 

Q. And would that money be used again? 

A. Yes sir. 

Q. Did Mr. Kleinman ever make redemption of 
pledges that had been set aside for him? 

A. Yes sir. 

Q. Did he follow the same procedure that you 
have just described ? A. Yes sir. 

Q. Now, Mr. Zemansky, were any notices ever 
sent to any customers of the Provident telling them 
that there had been an assignment of security given 
to Mr. Kleinman? A. No sir. 

@. And were callections handled in the same 
way that they were before the security had been 
given to Mr. Kleinman? 

A. The same way. [400] 

Q. When was it that you signed the contract 
for the $100,000 worth of notes? 

A. I believe it was on the 27th of February. 

Q. Did anything occur on that day that fixes 
that as being the time in your mind? 

A. Why, we were straightening out the attach- 
ment on the place. We were straightening out with 
Simon for the loan, for the money we owed him. 
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@. And was that in the daytime or night time 
that you signed the contract? 

A. In the night time. 

@. Did you sign the contract the same time your 
brother Dave did? A. Yes sir. 

Q. Do you know whether the signature of Mr. 
Kleinman was on the contract at the time you 
signed it? 

A. I don’t know; I don’t think so. 

Q. Was Mr. Kleinman there that night? 

A. Yes sir. 

Q. Do you know whether he signed the contract 
that might? 

A. Well, that I couldn’t swear to. I’ll tell you 
what happened. I started to read the contract over 
and there was something about the insurance and 
I wanted to leave it go to the next day and get it 
to my attorney to read over. He said everything 
had to be completed that night. [401] 

Q. Who told you that? 

A. Mr. Kleinman. 

Mr. Chotiner: Q. Mr. Zemansky, whenever you 
made a redemption of a pledge that had been set 
aside for Mr. Kleinman, how long would it be in 
the custom of the business before other pledges 
were used to replace the ones that bad been taken 
away ? 

A. Sometimes two or three days, sometimes a 
week. We always ran it to about three or four 
thousand dollars, fifteen hundred dollars, all over 
a thousand dollars. 
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Q. Were there any times when you and Mr. 
Kleinman talked about not having sufficient money 
on hand to make loans? 

A. Not that I know of. 

Q. What was that? 

A. I don’t know anything about it. 

Q. Did Mr. Kleinman ever say anything to you 
about there not being enough money in the cash 
drawer to make loans? 

A. JI don’t know about that, any time at all. 

Q. Mr. Zemansky, after the contract covering 
the $100,000 in notes was signed, did you ever go 
to the Union Bank with Mr. Kleinman ? 

A. Yes sir. [402] 

Q@. What was the occasion of your going to the 
Union Bank with Mr. Kleinman? 

A. Mr. Kleinman would make out a check for 
the amount of the redemption, say the redemption 
was $4,000, and a check was made in his daughter’s 
name. 

Q. Do you know what his daughter’s name is? 

A. Dienstag. 

Q. Then after the check would be made out, 
what would you do? 

A. I would go with Mr. Kleinman to the Union 
Bank. The first time he told the teller any time 
I brought any check in to cash it. Whatever the 
amount was the teller would give me the money. 
Mr. Kleinman would be in the back and take the 
money, just a routine like that. 
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Q. After you got the money from the teller, 
what did you do with it? 

A. Mr. Kleinman would be there and I would 
pass it to Mr. Kleinman. 

Q@. Did Mr. Kleinman go with you on every 
occasion that you went to the Union Bank to cash 
a check ? 

A. I think most every occasion, maybe once or 
twice he didn’t go. 

@. How close did Mr. Kleinman stand to you 
at the time you would go down to the Bank and get 
the money ? 

A. After the first time it was always at the 
Union Bank. [403] 

@. And then you would go over to him, is that 
correct? 

A. And hand him the money. 

@. Whose suggestion was it, if you know, to go 
down to the Union Bank and cash the check and 
then give the money to Mr. Kleinman? 

A. It was his son-in-law’s suggestion that that’s 
the way it would be carried out. 

®. Who told you that? 

A. Mr. Kleinman. 

Q. What did Mr. Kleinman tell you about that? 

A. Just said that’s the way it had to be carried 
out. In fact, I don’t remember any other words 
mentioned about it. 

Q. Now, whenever you would go down with Mr. 
Kleinman with those checks to the Union Bank, 
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did that ever have anything to do, if you know, 
with the making out of new notes and new con- 
tracts? 

A. We took the check to the Bank, we got out 
a new contract and a new note and we put pledges 
in the drawer for the amount of the loans taken 
out. 

Q. And was that done on all the occasions that 
these new contracts and new notes were executed ? 

A. On all of these occasions. 

Q. Now, after you gave the money to Mr. Klein- 
man that you received as a result of cashing the 
check, do you know what Mr. Kleinman did with 
the money ? 

A. Mr. Kleinman re-deposited the money im the 
same [404] account, because the teller at the Bank 
the third time I was there wanted to know what 
was the system of taking the money out one day 
and putting it back the next day. 

Mr. Wolver: J move that the latter part go out, 
about what the teller said. 

The Referee: In the presence of Mr. Klein- 
man? 

Mr. Chotiner: Q. Was it in the presence of Mr. 
Kleinman ? A. He said it to me. 

The Referee: Did he say it in the presence of 
Mr. Kleinman ? 

A. No sir. 

The Referee: It may go out. 
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Mr. Chotiner: Q. Without telling me what the 
teller told you or what the teller asked you, about 
cashing the checks, just answer yes or no, did you 
tell Mr. Kleinman what the teller told you? 

AY Wes"sir. 

@. What did you tell Mr. Kleinman? 

A. I told Mr. Kleinman that the teller wanted 
to know what the system was of taking the money 
out one day and putting it back the next day. 

®. What did Mr. Kleinman say to you, if any- 
thing, about that? 

A. A few days after that he said that from 
now on we will make out the checks, he told me this 
is the way to do [405] it, from now on, instead of 
$4,000, make out a check for $1600, and then the 
next time make one out for the difference. 

Q. Did Mr. Kleinman tell you anything at all 
as to what to tell the teller? 

A. He said to tell the teller that it was his own 
money in the Bank and it was no business of the 
teller to inquire from me what was the system of 
putting the money back again. 

@. Now, Mr. Zemansky, will you explain once 
more what the difference was, as that is not quite 
clear in my mind, in the system that was followed 
in making and cashing the checks after you told 
Mr. Kleinman what the teller had told vou? 

A. We would make out one cheek for a smaller 
amount, and then when it equaled $5,000, to put it 
on account of the note; he would make out another 
eheck for the balance of it. 
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Mr. Horn: May I have that last answer read? 
(Answer read). 


Mr. Chotiner: @. What would be the basis for 
determining as to the amount you would make the 
eheck out for in the first place? 

A. The amount of loans that was redeemed and 
new loans placed in the box. [406] 


Cross Examination 
By Mr. Dienstag: [407] 

Q. Mr. Zemansky, you have testified here with 
regard to some provisions for insurance in this 
contract. Is it your impression at this time that this 
contract provided for your insurance as security? 

A. No, in case anything happens to me, the in- 
surance goes as security. That 1s what I understood 
that night. 

Q. Who did you ask about it? 

A. I didn’t ask anyone. I asked Mr. Kleinman 
to leave it go to the next day and he said ‘‘ Every- 
thing has to be completed that night.’’ [409] 

Q. Did you state at that time that you wanted 
to know whether your home or your insurance 
would be hable under this contract? 

A. Just the insurance we were talking about, I 
think. 

Q. At that time you asked if anything happened 
to you, whether the insurance from your estate, 
whatever it was, would become subject to this lia- 
bility of this contract ? 
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A. That’s the idea. [410] 

Mr. Dienstag: @Q. You had something in mind, 
Mr. Zemansky, when you changed the note and con- 
tract which appears opposite the contract starting 
with May 9th to cash on July 5th? 

A. JI have no idea what it is. It says ‘‘ Contract 
eash, $2400,’’ which is another one I had no dealings 
with. 

Q. You wrote that, didn’t you? 

A. I wrote that down, but on Mr. Kleinman’s 
orders to write it down. 

Q. Who put ‘‘cash’’ there? 

A. That was Mr. Kleinman’s order. [414] 
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Mr. Dienstag: Q. Mr. Zemansky, I call your 
attention to the left-hand column of the first page 
of Kleinman’s Exhibit 5, and ask you what the 
sums are which are listed there? 

A. These were checks given and they equal 
$5,000 for each note. 

Q. In other words, these are the credits on each 
note, Mr. Zemansky, due Zemansky Brothers on 
notes for which they [415] had signed? 

A. Yes sir. 

Q. So you would credit yourself with the 
amount of pledges, is that correct, on the contract 
made or the payment made, and you would endorse 
the note a certain amount paid? 

A. Mr. Kleinman would put down on the notes 
‘Paid on account,’’ until each note equaled the 
$5,000, and then turned the notes over to Dave. 
Turned the notes over to your brother Dave? 
Yes. 

In return, you would sign another note? 

A new note. 

For the amount of the new contract? 

The new contract, that’s correct. 

Jf you will follow these dates with me, Mr. 
Zemansky, March 2nd, referring again to Klein- 
man’s Exhibit number 5, you credited the sum of 
$25,920 ? ma, \ Gsusin 

Q. Now, that was the amount of the Simon 
transaction, was it not? 

A. I believe it was. 


OrPOorPOorEOS 
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Q. In other words, when you signed the Simon 
contract, that is, the Kleinman contract which had 
to do with the Simon deal, the Simon transaction, 
you signed new notes in the sum of $25,920, and 
that was credited against the [416] $100,000 con- 
tract? A. That is right. 

@. And following that, when you signed the 
contract of March 22nd you credited your account 
with $2,510, and that was credited on one of the 
$5,000 notes and a new note in the sum of $2,510 
was given, the contract was signed and both were 
delivered to Mr. Kleinman, together with a list 
of the pledges, thereto attached ? 

A. That is right. 

@. And you followed the same procedure there- 
after with every transaction, isn’t that so? 

A. Yes sir. 

Q. That was the procedure by which you cred- 
ited the new contracts on the old ones; by the old 
contracts, I mean the first contracts, Mr. Zeman- 
sky? 

A. Mr. Kleinman credited the $5,000, then we 
made out new notes for the new loans that went 
in the box. 

Q. Now, on May 13th, (?), as indicated by Ex- 
hibit 5, Kleinman’s Exhibit 5, in the right-hand 
column after the word ‘‘contract,’’ there is the sum 
of Geyi50 (7)? A. Yes. 

Q. You will note, Mr. Zemansky, by looking at 
the left-hand column an amount which you credited 
yourself with, and that amount is not included. 
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Mr. Laugharn: Is that a question? 

The Referee: The record speaks for itself. You 
don’t [417] need to ask the witness to interpret the 
record. It has an exhibit number and it speaks for 
itself. 

Mr. Dienstag: Q. What credit then did you 
give yourself on that date, Mr. Zemansky, for that 
$3,750? 

A. This contract, I don’t know what credit we 
got for that. I don’t know myself what credit we 
got. 

Q. On the $3,750 contract, which you signed, 
and the note which you signed, you did sign a con- 
tract and notes, I take it? 

A. I guess we did. I must have signed it, it is 
there. 

@. You don’t know what the consideration was? 

A. I don’t know. I think it can be traced to 
the book we kept on each pledge, a little blotter. 

Mr. Dienstag: If I may have the Claimant’s 
Exhibit number 3, your Honor? 

Q. Mr. Zemansky, I call your attention to 
Claimant’s Exhibit number 3, one of the slips com- 
prising that exhibit. I direct your attention to the 
slip of that exhibit, dated February 21, 1939, to the 
figures above that date; do you recognize that hand- 
writing ? A. That is my handwriting. 

Q. That is your handwriting ? Be Wes. 

Q. Do you know whether you wrote that on Feb- 
ruary 21st? 
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A. I don’t know whether I wrote it on Febru- 
ary 21st, but the top handwriting is all mine. But 
this is not mine, [418] these dates signed here. 

Q. At about that time, that is, about February 
20th, 21st or 22nd, were you preparing these slips 
for Mr. Kleinman, any of them? 

A. Well, once in a while I would prepare the 
shps. Mr. Leo Kravitz prepared most of the slips. 
Q. Do you know the purpose of these slips? 

A. These were I think the loans supposed to be 
redeemed on that date. 

Q. Which loans, Mr. Zemansky ? 

A. The loans taken out of the Kleinman pledges, 
set aside for Mr. Kleinman. 

Q. That is, pledges taken out of the Kleinman 
box on February 21st? 

A. The loans that were redeemed. 

Q. Do you know why these tickets were being 
given to Mr. Kleinman, why they were being made 
out? 

A. ‘To show the pledges which were redeemed. 

@. When you made these notations, at the time 
you made them, you knew they had something to do 
with the contract which you had entered into with 
Mr. Kleinman? 

Mr. Chotiner: That assumes a state of facts not 
in evidence. 

Mr. Dienstag: If you know? 

The Referee: Overruled. 
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A. Whenever we got a certain amount of 
pledges that [419] were redeemed, we replaced 
others for them. 

Mr. Dienstag: Q. Before you entered into the 
contract with Mr. Kleinman, Mr. Zemansky, did 
you furnish Mr. Kleinman with any slips like these 


each day? 
A. Before we entered into the contract? 
Q. Yes. 


A. Not before February 27. [420] 

Mr. Dienstag: Q. Do you know what this book 
is, Mr. Zemansky? 

A. A register we kept for the pledges we had 
in Mr. Kleinman’s drawer. 

Q. This contained all of the numbers of the 
pledges which went to secure Mr. Kleinman’s con- 
tract, is that correct; these are the numbers that 
appeared in Mr. Kleinman’s contract? 

A. Yes sir. 

The Referee: Do you offer that? 

Mr. Dienstag: Yes, your Honor. 

The Referee: This is Kleinman’s Exhibit num- 
ber 6. 

Mr. Dienstag: @. Who stamped these, did you? 

A. No sir. 

@. Who stamped them? 

A. One of the girls in the office. [421] 

Q. Now, Mr. Zemansky, when a pledge was re- 
deemed, it was stamped redeemed on the date it was 
redeemed, is that correct? A. Yes sir. 
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Q. I direct your attention to page 15. 

Mr. Laugharn: If the Court please, we are not 
sure about that book, who kept it and where it 
came from. 

The Referee: It has been received in evidence. 
Proceed. 

Mr. Dienstag: Q. I direct your attention, Mr. 
Zemansky, to page 15 of this exhibit, which is 
Claimant’s Exhibit number 6, pledge number 29925, 
marked redeemed February 24, 1939? 

A. Yes sir. 

Q. I also direct your attention to the slip dated 
February 24, 1939, in Claimant’s Exhibit number 
3, Which has the number 29925 on it, $150, corre- 
sponding to the number in the book. 

Be “Vests: 

Q. Would you say that that pledge was re- 
deemed on February 24th? 

A. By looking in the day book and looking on 
that date, I would say the pledge was redeemed 
on that date. 

Q. Wasn’t this book kept for that purpose? 

A. No, this was a register kept for Mr. Klein- 
man. 

@. Did you keep more than one book like this 
one? 

A. We kept I think another book. [422] 

@. With the same numbers? 

A. The same numbers. 

Q. And it was marked exactly the same way ? 
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A. Just the adding machine tape with the num- 
bers alongside of them. 

@. The same numbers? A. Yes. 

Q. In other words, the other was the adding 
machine tape with these figures opposite giving 
the same numbers of the pledges? 

A. I guess so; it was the same number; it would 
be the same number. 

Q. One was a copy of the other so far as the 
numbers and the amounts were concerned, 1s that 
right? a. That ist*richt. 

Q@. When you got a pledge in, Mr. Zemansky, 
did you ever mark these? A. This book? 

®. Yes. A. This book here, no. 

@. Did you ever write in this book yourself? 

A. I don’t think so; I don’t see any of my 
writing in there. 

@. Suppose you just glance through it quickly. 

A. I don’t think there is any of my writing 
in there. 

Q. Did you keep the other book with the adding 
machine [423] tape? 

The Referee: I am sorry, Mr. Dienstag, the 
Court will not permit you to interrogate this wit- 
ness about the other book unless the book is here. 

Mr. Dienstag: I am going to ask that the at- 
torney for the Trustee make it available, because 
I gave it to the Trustee for their convenience. 

The Referee: Very well. 

Mr. Weller: What book is it? 
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Mr. Dienstag: I gave it to the Trustee to help 
him in the tracing of these amounts and pledge 
numbers. 

Mr. Laugharn: Maybe we can find that one for 
you, where this one came from. 

The Referee: This book is in evidence. Pro- 
ceed. 

Mr. Dienstag: I won’t pursue that any further. 
Later on, when this witness has left we can look 
through the book for those numbers of February 
21st. The witness had some doubt about the date 
of this slip. 

The Referee: All right, proceed. 

Mr. Dienstag: JI offer this as Claimant’s ex- 
hibit next in order. 

Mr. Chotiner: Objected to on the ground that 
there has been no showing as to materiality. 

The Referee: Overruled. Kleinman’s Exhibit 7. 


KLEINMAN’S EXHIBIT No. 7 
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[Endorsed]: Filed Aug. 23, 1940. 


Mr. Chotiner: May we have some kind of term 
applied to it so we will know what it is? [424] 

The Referee: This is an inventory or, rather, 
a list of pledges dated March 20, 1939, totaling 
$2,510. 

Mr. Dienstag: Prepared by the witness, your 
Honor. 

The Referee: That may be in the record, but I 
am just telling you what this sheet is. 

Mr. Dienstag: @. Calling your attention to the 
last exhibit, which is one I believe that you pre- 
pared, purporting to be certain pledges which were 
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security for a contract, did you prepare other lists 
like that for your contract? A. Yes Sim 

Q. Calling your attention to Exhibit number 
5, 1 call your attention to a contract in a column 
on the first page of the exhibits, and marked March 
22, °C,’ $2,510. March 22nd I take it isthe date 
you entered into that contract, is that correct? 

A. Yes sir. 

Q. And ‘‘C’”’ is the identification of that par- 
ticular contract on that date? A. Yes sir. 

@. And the $2,510 is the amount of the con- 
tract? 

A. The amount of the contract. 

®. I call your attention to Exhibit number 7, 
labeled ‘‘C,’’ where the security is listed at $2,510. 
Now, this security, Mr. Zemansky, is the security 
for the contract of March 22nd in the sum of 
$2,510, is it not? [425] A. That is right. 

@. And those pledges were selected two days 
before you entered into that contract, is that cor- 
neem? A. Yes. 

Mr. Chotiner: Objected to as ealling for the 
conelusion of the witness. 

The Referee: Overruled. It may stand. 

The Witness: I couldn’t swear to that. 

The Referee: There is no question pending. 

Mr. Chotiner: I don’t think there was an an- 
swer. 

The Referee: He didn’t answer it? 

Mr Chotiner: No. 
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The Referee: Read it. 
(Question read). 


A. Yes sir. 

Mr. Dienstag: Calling your attention again to 
Exhibit number 7, after you prepared these lists, 
Mr. Zemansky, what would you do with those? 

A. We would put it in the blotter and give one 
set to Mr. Kleinman; the other set was put on the 
blotter and kept as a record. 

Q. So that you gave one of those to Mr. Klein- 
man when you prepared it? A. Yes sir. [426] 

Q. I direct your attention, Mr. Zemansky, from 
the files of the court, to-wit, the proof of claim of 
Sam Kleinman, therein containing that agreement 
dated the 24th day of February, and I direct your 
attention especially to the last page of that agree- 
ment, upon which appears the heading ‘‘ Receipt.’’ 
This is dated the 24th day of February, 1939. Now, 
Mr. Zemansky, do you have any recollection at this 
time of signing that receipt on the 24th day of 
February, 1939? 

A. I didn’t sign that receipt on the 24th day 
of February, 1939. 

Q. When did you sign it? 

A. The 27th of February. 

@. Are you certain of that? 

A. I signed it on the night that Lyman and the 
Simon boys were in the Provident and you were 
there also. It was the 27th; it wasn’t the 24th. 

@. You are certain it was not the 24th? 
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A. Absolutely. 

Q@. And who was present when you—will you 
read this document first? 

The Referee: Mr. Dienstag, you are going to 
have to move a bit faster. You are not getting any- 
where with your case. You are going over and over 
again the same thing. The witness has stated posi- 
tively that he signed it on the 27th. Now, proceed. 
If you have any evidence to the [427] contrary 
you will have an opportunity to offer it. 

Mr. Dienstag: Q. Mr. Zemansky, vou have tes- 
tified on direct examination with regard to the ex- 
change of checks, or, rather, the deposit of a check 
by you which was made by Mr. Kleinman and de- 
posited by you, that is, cashed by you at the Bank 
and returned to Mr. Kleinman. Who first suggested 
that as the transaction ? 

A. I don’t know. The only thing, Mr. Klein- 
man said it was his son-in-law’s instructions and 
that is how it had to be carried out. 

@. Did your bookkeeper keep a record of the 
amount of jewelry sold by Mr. Kleinman? 

A. It was kept at the 558 store, the amount of 
jewelry sold by Mr. Kleinman. 

Q. And if you know, was a record of such 
amount of sales given to Mr. Kleinman by your 
bookkeeper? [428] 

A. Mr. Kleinman kept the sales himself, a copy. 

Mr. Dienstag: Q. Where did he keep this, if 
you know? 
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A. He had a regular memorandum book. 

Q. Those were the sales slips themselves, 
weren’t they? A. Yes sir. 

Q. You would total the amount of sales for a 
period of three or four months? 

A. He would take them from his memorandum 
book, he could tell from that. 

Q. Tell me this, if you know, of your own 
knowledge, did the bookkeeper at the 558 store, 
where those records were kept, furnish Mr. Klein- 
man with a statement as to the amount of jewelry 
which he sold? A. That I don’t know. 

Q. Mr. Zemansky, wasn’t it at your suggestion 
that these check transactions take place? 

A. No sir. 

Q. Didn’t you suggest to Mr. Kleinman that 
that would be a good way to keep a record of the 
amount ? A. No sir. 

Q@. Now, Mr. Gemansky, when you picked out 
the pledges that were to secure these contracts as 
you entered into them, where were they taken 
from? 

A. I didn’t pick the pledges. Mr. Kravitz picked 
the [429] pledges. 

@. You didn’t have anything to do with them? 

A. I didn’t have anything to do with the pick- 
ing of the pledges. 

@. Where were the tickets taken from; you took 
the pawn-tickets themselves, didn’t you, out of the 
books? 
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A. We made a record of the pledges that Mr. 
Kyavitz picked, and then I took the stubs out of 
the regular books and put them in the book we kept 
for Mr. Kleinman. 

Q. Now, with regard to the physical taking of 
these pledge tickets out of the book where they 
were, and before they were put into Mr. Klein- 
man’s book, where were these pledge tickets taken 
from? 

A. From the office where we kept all the loan 
tickets, the pledge tickets. 

@. With regard to the point of time, were they 
taken from the new pledges that were coming in? 

A. Not all the time; they were taken from old 
pledges sometimes. 

@. Sometimes you took them solely from old 
pledges, did you? A. © Yes sir, 

@. And on other occasions you would take them 
from the pledges which were then coming in from 
day to day, the new pledges? A. Yes. [430] 

. So that some contracts are composed of solely 
new pledges and some of the old? 

A. The late contracts are the new pledges. Most 
of the contracts were for the old pledges. [481] 


Redirect Examination 
By Mr. Chotiner: 

Q. Directing your attention to Kleinman’s Ex- 
hibit 6, being a ledger book, does that book gener- 
ally cover all pledges other than the Kleinman 
pledges? 
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A. This contains, I believe, only Kleinman 
pledges. [432] 


By Mr. Laugharn: 

Q. What were your assets at the time of your 
bankruptey, at the time of these bankruptcy pro- 
ceedings, Mr. Zemansky ? 

A. What do you mean, personally? 

Q. Yes, what property did you have? 

A. There was $68,000 worth of life imsurance, 
some [434] property in Sacramento and out of San 
Francisco, in San Mateo County, land in San Ma- 
teo County. 

Mr. Dienstag: Pardon me; I didn’t get the an- 
swer. 

(Answer read). 


Mr. Dienstag: Before there is another question, 
we haven’t examined these records at all. They 
have been introduced by reference, the personal 
schedules, simply for the purpose of the record. 
We will object to their introduction into evidence 
until we can examine them and have some look at 
what these assets are. 

The Referee: Well, if there is objection, you 
will have to prove the record. 

Mr. Laugharn: My questions are not leading 
to that now. 

The Referee: Let us send for them right now. 

Mr. Laugharn: I think we can clear it up with 
a question. 
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Q. This $68,000 worth of insurance, that was the 
face amount of the policy, was it not? 

A. Yes sir. 

@. You claimed certain policies were exempt 
and the Trustee said they were not? 


A. Wesesir. 
Q. Then you came to a settlement, as evidenced 
by an order in the file? A. Yes sir. [435] 


@. And you received an exemption on the pol- 
cies by releasing to the Trustee of the estate a cer- 
tain amount of money ? A. Yes sir. 

Q. How much was that that was released to the 
estate ? 

A. I think it was around close to $12,000. 

@. That came into the estate? A. Yes sir. 

@. You had for some time the cash surrender 
value of your policy, for a year or more? 

A. For over ten years; I had policies thirty- 
five years. 

Q. Now, these other properties that you have 
mentioned, what in your opinion is the value of 
your equity in those assets? 

A. About $1500. 

Q. About $1500. And so we can say $1500 plus 
your insurance, cash surrender value? 

A. Yes sir. 

@. Did you have any other assets? 

A. ‘There were some stocks that was sold, I 
think, for $2600. 

@. Any other property ? A. That is all: 
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Q. You had your furniture? A. No. [486] 
Q. No furniture? A. No furniture. 
Q. Do you have an automobile? 
A. No automobile. 
Q. Then your gross cash worth was the figure 


you have related? A. Yes sir. 
Q. Was that approximately the same for a year 
prior? 


A. Absolutely. In fact, I took out more insur- 
ance the year before, within the last year, about 
six months before our bankruptcy. 

What do you mean by that? 

I took out another policy. 

It would be approximately the same? 
It was the same. [437] 


Pore 


DAVID ZEMANSKY, 
recalled for further 


Direct Examination 
Mr. Laugharn: Q. Mr. Dave Zemansky, at the 
date of this bankruptcy proceeding, what personal 
assets did you have? 


A. I think I filed less than $100. 
Q. Did you have an automobile? 
ueNo Sir, 

Q. Did you have any furniture? 
eNO SIL. 

os 


Your estimate, then, of your personal es- 
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tate, the value of the assets that you yourself had, 
other than the assets of the co-partnership, was 
not over $100? A. Yes sir, less than $100. 

@. And were those assets of approximately the 
same value for a year prior to the date of these 
proceedings; did you have any more assets or less? 

&. “No sis. 

@. Within a year? A. No sir. 

Q. You never had a bank account, had you? 

A. I had a bank account quite a long time ago, 
but it was closed. 

Q. But not within a year? [438] 

my, “No sir. 

@. Your answer was no. Were your assets ap- 
proximately the same during the period of a year 
prior to the date of bankruptcy? 

A. Personal assets. 

@. What is the answer? 

A. The answer is they would be just the same 
as at the time of the bankruptcy. I never had any 
more cash at that time. 

Q. That is clear enough, unless there is some- 
thing you are thinking about? 

A. No, I never owned an automobile, never 
owned any real estate. 


Cross Examination 
By Mr. Dienstag: 
Q. That was the ordinary condition with you, 
all of your assets were in the partnership rather 
than personally ? A, SW esven:. 
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Q. For years? A. Yes sir. [489] 

Mr. Chotiner: It is stipulated by and between 
counsel that the records of the Hotel St. Francis 
of San Francisco show that a Sol Zemansky regis- 
tered there on February 22, 1939. So stipulated, 
gentlemen? 

Mr. Dienstag: I see no objection. 

The Referee: All right. He registered February 
22, 1939. Proceed. 


